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MINERAL INDUSTRY HIGHLIGHTS IN 1958
The total value of 1958 mineral production 
in Montana is estimated at $177.3 million, 8 
percent below 1957 and 17 percent below 
the all-time high of $213.8 million set in 1956. 
Lower prices as well as reduced output were 
responsible for the decline.1
The largest declines for individual minerals 
were sustained by copper—with value of pro 
duction down $6.7 million from 1957 and 
$33.6 million from 1956—and zinc, down $5.1 
and $12.8 million respectively. Value of 
crude oil production, on the other hand, 
was up $2.6 million from 1957 and $20.0 mil 
lion from 1956. Petroleum once again was 
Montana’s leading mineral product in terms 
of value of output.
Chromium. Production of chromite con 
centrates increased slightly during 1958, to
123.000 short tons valued at over $4 million. 
All of the output came from the Mouat mine 
in Stillwater County, the only chromite pro 
ducer now operating in the 'Northwest. The 
entire output was produced under contract 
for the General Services Administration and 
stockpiled at Nye, Montana. With over two- 
thirds of the 900,000 tons contracted for now 
delivered, the American Chrome Company 
is investigating possible industrial markets 
for ferrochrome. A pilot plant producing 
high-carbon ferrochrome was recently put 
into operation.
Coal. The rapid downward trend in Mon 
tana coal production continued last year, 
with a 54 percent drop from 1957. Only
188.000 tons of coal were produced, with 
Musselshell and Rosebud the principal pro 
ducing counties. A surface mining operation 
was inaugurated in Richland County in Au 
gust, to supply the Montana-Dakota Utilities 
Company power plant at Sidney.
JA11 1958 data are preliminary. This report is based 
on the U. S. Department of the Interior, Bureau of 
Mines, Area Report B-67, The Mineral Industry of 
Montana in 1958, Preliminary Annual Report.
Copper. Although lower prices resulted 
in a substantial decline in value, at year’s 
end copper production had almost reached the 
1957 total. The decline which began in early 
1957 reached its low point early in 1958; as 
copper prices advanced, output increased 
during the latter part of the year. The annual 
figures in Table 1 do not reveal the extent of 
the drop in copper production. At the bot 
tom of the decline, in the first quarter of 
1958, daily average output was 22.5 percent 
below the peak reached during the first three 
months of 1957.
Most of the 1958 production came from the 
highly mechanized, lower-cost Berkeley and 
Kelley operations in Butte. The increased 
output was not accompanied by a correspond 
ing increase in employment, although in re 
cent months considerable rehiring has oc 
curred.
Gold and silver. Gold production (down 
32 percent from 1957) was the lowest ever 
reported for Montana. Output of silver was 
39 percent below 1957 and the lowest since 
1946. The cutbacks in base-metal mining at 
Butte were largely responsible for the de 
clines; however, several small gold producers 
discontinued operation during the year.
Lead and zinc. Production of both lead 
and zinc declined by more than one-third 
from 1957 to 1958. The value decline was 
even greater (47 percent for lead and 44 per 
cent for zinc), as prices remained low in com 
parison with previous years. Production of 
both metals was the lowest since 1946, and 
was less than half the 1956 output.
Petroleum and natural gas. The output of 
crude oil continued the increase begun in 
1951. Preliminary figures place production 
at 28.2 million barrels and value at $76.1 
million, up from 27.2 million barrels and 
$73.5 million in 1957. Natural gas with 
drawals also increased substantially, from
28.6 billion cubic feet (value $2.1 million) to
33.6 billion cubic feet ($2.6 million).
2
The capacity of the Butte pipeline, which 
carries crude oil from eastern Montana to 
Wyoming and connections with the Midwest, 
was raised to 65,000 barrels per day.
The Carter Oil Company refinery at Bill 
ings was expanded to meet increased demand 
for jet fuel and asphalt, used in highway 
construction.
Phosphate rock. The Bureau of Mines re 
ports that phosphate rock production in 
creased in 1958. The Montana Phosphate 
Products Company operated mines in Powell 
County; Victor Chemical Works in Beaver 
head and Silver Bow counties; and J. R. 
Simplot Company in Beaverhead County. 
Part of the production was shipped to British 
Columbia and to Idaho. Production figures
are not given because of the small number of 
companies.
The Anaconda Company, which mines 
phosphate rock at Conda, Idaho, began 
operating its new $1.5 million ammonium 
phosphate fertilizer plant at Anaconda in 
1958.
Sand, gravel, and stone. The extensive 
highway construction program and Noxon 
Rapids Dam have kept demand for sand, gra 
vel, and stone at a high level for the past two 
years. Although stone production declined 
in 1958, it was higher than during any other 
year except 1957.
The value of sand and gravel produced in 
1958 is estimated at $9 million, ranking third 
after petroleum and copper. Stone produc 
tion was valued at $2.5 million.
MINERAL PRODUCTION IN MONTANA 






Total2 $213,781,000 $192,172,000 $177,277,000
Chromium ore
& concentrate short tons 118,780 119,149 123,000 3,806,926 3,921,439 4,126,000
Coal (bitumi-
nous & lignite) short tons 846,134 412,901 188,000 3,468,000 2,160,517 N.A.
Copper3 short tons 96,426 91,512 91,200 81,962,100 55,090,224 48,336,000
Gold3 troy ounces 38,121 32,766 22,400 1,334,235 1,146,810 784,000
Lead3 short tons 18,642 13,300 8,500 5,853,588 3,803,800 2,023,000
Natural gas million cu. ft. 25,847 28,638 33,600 1,758,000 2,062,000 2,600,000
Petroleum (crude) 000 42-gal. bbls. 21,760 27,215 28,200 56,141,000 73,481,000 76,127,000
Phosphate rock long tons 557,479 533,926 N.A. 3,956,673 3,824,923 N.A.
Sand and gravel short tons 10,024,370 11,403,021 11,500,000 7,173,810 8,732,089 9,000,000
Silver3 troy ounces 7,385,908 5,558,228 3,395,900 6,684,620 5,030,477 3,073,000
Stone short tons 1,247,385 2,567,423 2,000,000 1,815,648 3,654,201 2,500,000
Zinc3 short tons 70,520 50,520 31,900 19,322,480 11,720,640 6,571,000
All other4 21,409,773 18,280,305 22,924,000
Prelim inary
^Totals have been adjusted to eliminate duplicating the value of stone.
^Recoverable content of ores, etc.
^Includes barite, cement, clays, coal (1958), gem stones, fluorspar, gypsum, iron ore, lime, manganese and 
manganiferous ore, mica, natural-gas liquids, phosphate rock (1958), pyrites, sulfur, talc, vanadium 
(1957), vermiculite, tungsten ore and concentrate.
Source: U. S. Department of the Interior, Bureau of Mines, The Mineral Industry of Montana in 1957, 
Area Report B-63 anc The Mineral Industry of Montana in 1958, Area Report B-67.
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Other. While some major minerals (i.e., 
copper, lead, and zinc) faced mostly unfavor 
able conditions during 1958, other segments 
of the industry reported expanded output. 
Montana’s only fluorspar mine in Ravalli 
County increased production for the fifth con 
secutive year. Lime production in Deer 
Lodge and Powell counties, which has in 
creased each year since 1955, was up 15 per 
cent over 1957. A substantial gain in the 
quantity and value of talc production also
occurred in 1958. In Billings, the Montana 
Sulfur and Chemical Company reported a 
slight increase in recovery of high-purity 
elemental sulfur.
Although output of Montana’s infant iron 
ore industry declined in 1958, the Bureau of 
Mines reports that prospects for future uti 
lization of large tonnages of the state’s iron 
ore continued to grow, enhanced by extensive 
drilling programs and by technologic develop 
ments in direct reduction processes.
—M.C.J.
LOCAL BANK DEBITS 
(1947-1949 =  100)
Billings B utte Glendive G rea t Falls K alispell M alta Miles City M issoula
U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. Adj.
1957 
Dec. . 217.5 207.3 149.0 141.8 232.6 206.2 155.4 160.0 188.8 184.0 171.7 144.6 158.8 139.7 233.3 228.5
1958
Jan . _ 207.4 209.7 135.7 139.2 242.6 247.8 163.0 153.3 166.1 170.9 145.6 144.6 139.7 144.0 197.8 202.2
Feb. 185.7 203.8 133.4 145.2 203.3 231.5 135.6 145.8 145.1 164.1 125.0 153.6 109.5 130.2 162.3 177.0
M arch 199.8 225.5 133.5 130.4 209.4 226.1 129.7 142.0 130.1 150.4 116.0 138.4 112.5 131.4 195.0 217.1
A pril 196.0 205.0 126.0 126.5 212.5 220.9 136.2 140.4 123.4 137.7 119.2 123.4 119.5 136.1 187.7 190.4
May — 181.3 194.1 120.0 130.7 189.2 213.3 132.0 148.5 146.4 148.2 125.8 137.3 117.3 141.3 180.7 188.8
Ju n e  _ 207.0 219.0 146.1 135.5 205.0 217.4 161.4 167.6 165.6 162.0 156.5 164.6 130.3 147.7 229.2 221.0
Ju ly  _ 209.0 213.9 128.3 129.5 195.6 215.6 153.8 155.8 170.3 151.5 120.4 138.2 113.3 123.3 204.6 198.4
Aug. .... 206.8 204.8 121.1 120.5 187.2 195.2 154.2 156.7 180.6 177.8. 119.7 133.6 115.0 119.3 207.7 206.5
Sept. „ 240.8 227.6 144.9 149.2 197.4 193.7 198.7 177.1 173.6 155.7 172.3 170.2 158.7 148.3 228.4 218.4
Oct. _ 266.3 232.6 151.9 142.4 281.3 241.0 202.0 170.8 172.2 164.3 212.8 167.6 218.5 156.2 223.9 207.9
Nov. .. 251.3 220.2 139.0 136.7 257.9 208.0 181.4 175.6 170.1 160.0 180.2 139.2 209.2 167.4 197.2 189.1
Dec. .... 264.7 252.3 152.1 144.7 238.0 211.0 187.6 193.2 169.0 164.7 182.0 153.3 173.8 152.8 223.8 219.2
1959
Jan . _ 226.6 229.1 131.2 134.6 212.3 216.8 186.1 175.1 166.5 171.3 151.1 150.0 146.6 151.1 202.2 208.7
A dj.—A djusted  fo r seasonal varia tion
'C om puted from  repo rts  of F ederal R eserve B ank of M inneapolis. D aily average.
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1958 
Jan . _ 207.4 209.7 135.7 139.2 242.6 247.8 163.0 153.3 166.1 170.9 145.6 144.6 139.7 144.0 197.8 202.2
Feb. 185.7 203.8 133.4 145.2 203.3 231.5 135.6 145.8 145.1 164.1 125.0 153.6 109.5 130.2 162.3 177.0
M arch 199.8 225.5 133.5 130.4 209.4 226.1 129.7 142.0 130.1 150.4 116.0 138.4 112.5 131.4 195.0 217.1
A pril .. 196.0 205.0 126.0 126.5 212.5 220.9 136.2 140.4 123.4 137.7 119.2 123.4 119.5 136.1 187.7 190.4
M ay — 181.3 194.1 120.0 130.7 189.2 213.3 132.0 148.5 146.4 148.2 125.8 137.3 117.3 141.3 180.7 188.8
Ju n e  _ 207.0 219.0 146.1 135.5 205.0 217.4 161.4 167.6 165.6 162.0 156.5 164.6 130.3 147.7 229.2 221.0
Ju ly  __ 209.0 213.9 128.3 129.5 195.6 215.6 153.8 155.8 170.3 151.5 120.4 138.2 113.3 123.3 204.6 198.4
Aug. __ 205.8 204.8 121.1 120.5 187.2 195.2 154.2 156.7 180.6 177.8 119.7 133.6 115.0 119.3 207.7 206.5
Sept. _ 240.8 227.6 144.9 149.2 197.4 193.7 198.7 177.1 173.6 155.7 172.3 170.2 158.7 148.3 228.4 218.4
Oct. _ 266.3 232 6 151.9 142.4 281.3 241.0 202.0 170.8 172.2 164.3 212.8 167.6 218.5 156.2 223.9 207.9
Nov. _ 251.3 220.2 139.0 136.7 257.9 208.0 181.4 175.6 170.1 -160.0 180.2 139.2 209.2 167.4 197.2 189.1
Dec. _
1959
264.7 252.3 152.1 144.7 238.0 211.0 187.6 193.2 169.0 164.7 182.0 153.3 173.8 152.8 223.8 219.2
Jan . _ 226.6 229.1 131.2 134.6 212.3 216.8 186.1 175.1 166.5 171.3 151.1 150.0 146.6 151.1 202.2 206.7
Feb. 209.7 230.2 120.7 131.3 190.7 217.2 160.8 172.9 160.6 181.8 119.6 146.9 121.8 144.8 189.7 206.9
A dj.—A djusted  fo r seasonal varia tion
'C om puted from  rep o rts  of F edera l R eserve B ank of M inneapolis. D aily average.
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THE CENTER OF POPULATION IN M O NTANA
GORDON BROWDER 
Chairman, Department of Sociology 
Montana State University, Missoula
The center of population of a state or other 
area is the point around which the population 
“balances”, or is in equilibrium. If an area 
were conceived to be a weightless, rigid 
plane, and the population were distributed 
upon this plane on the assumption that each 
individual had equal weight, and that he 
exerted an influence on a central point pro 
portional to his distance from that point, the 
center of population would be the point at 
which the plane would balance.
The estimation of the center of popula 
tion of a state or other area is not parti 
cularly difficult, although it involves rather 
long and tedious computation1 The U. S. 
Bureau of the Census has published informa 
tion on the center of population of the United 
States for every census period. Thus it is 
interesting to note that at the time of the 
first census, in 1790, the center of population 
of the country was 23 miles east of Baltimore, 
Maryland. After working steadily westward 
with an expanding population, the nation’s 
center of population was reported in 1950 to 
be in Richland County, Illinois, some 200 
miles to the south, and slightly to the west 
of Chicago.
For the decades 1880 up to and including 
1920, the Bureau of the Census published the 
location of centers of population of the in 
dividual states. Since 1920, however, this in 
formation has not been available, and the 
chief purpose of the present paper is to es 
tablish as accurately as possible the state’s
Acknowledgement is made to Dr. Henry K. Shearer, 
Director, Bureau of Business and Economic Re 
search, Montana State University for his assis 
tance in locating city and county centers.' Miss 
Lynn Castle spent many hours computing devia 
tions necessary for locating the state centers.
center of population for 1930, 1940, and 1950. 
Manifestly, if the westward march of popula 
tion in the United States has pulled the cen 
ter of population from a spot virtually on the 
Atlantic seaboard to a point some thirty miles 
west of the Wabash River, Montana’s shift 
ing population must have disturbed its cen 
ter of population over the years.
Inquiries of the Geography Division of the 
Bureau of the Census revealed that the census 
method of determining the national center 
of population could, when properly modified, 
serve to determine centers for a state.2 As 
modified to suit the smaller area and popula 
tion of Montana, the method involved the 
following steps:3
1. Two lines, one along the 47th parallel 
and the other along the 110th meridian, were 
drawn across a map of the state, roughly 
bisecting it in both directions. The point of 
intersection of these lines was the assumed 
center of population.
2. The latitude and longitude of a central 
point in each place of 2,000 or more popula 
tion was determined, using large-scale maps. 
There were 29 such places in Montana in 1950.
3. The latitude and longitude of the esti 
mated central point of the residual population 
of each of the 56 counties was obtained. (The 
residual population was that remaining after 
the population of places of 2,000 or more 
people had been deducted.)
4. All latitude and longitude values ob 
tained in steps 2 and 3 were converted to 
deviations from the lines established in step 1.
2A detailed description of this method is available 
from the Bureau of the Census. 
•Acknowledgement is made to Mr. William T. Fay, 
Chief, Geography Division, Bureau of the Census, 
for his formulation of this method.
3
Decimal d e g r e e s  were used for north- 
south deviations, but it was necessary to 
use miles for east-west deviations because 
of the unequal length of degrees and minutes 
of longitude at different latitudes.
5. All north deviations were multiplied by 
the appropriate population totals and the 
products were summed. The same operation 
was repeated for the south deviations. The 
difference between the two sums was de 
termined and divided by the population of 
the state. The result was the distance in 
degrees, from the assumed east-west line 
(established in step 1) to the true center of 
population.
6. Step 5 was repeated for east and west 
deviations, giving the distance, in miles, from 
the assumed north-south line (step 1) to 
the true center. This distance was converted 
to minutes and seconds.
7. Using results obtained in steps 5 and 6, 
the assumed center established in step 1 was 
adjusted to give the true center of population.
The procedure outlined above was repeated 
for 1930,1940, and 1950. With Census informa 
tion available for earlier decades, it was now 
possible to locate the center of population 
for each decade 1880 through 1950. These 
centers are described in Table 1.
The changes in location of the center of 
population from 1880 to 1950 reflect growth 
and changes in the state’s population during 
the period. In 1880,1890, and 1900, the center 
remained in the same general area of north 
eastern Jefferson County and northwestern 
Broadwater County. Movement of the cen 
ter from 1880 to 1890 was north and slightly 
west, and from 1890 to 1900, east and slightly 
north. During these last two decades of the 
nineteenth century the bulk of Montana’s 
population was in the valleys of western 
Montana, and the eastern portion of the 
state exerted relatively little influence on the 
center of population.
Between 1900 and 1910, the center of pop 
ulation moved east and north to a point in 
central Meagher County, some 30 miles north 
east of its position in 1900. This move re 
flected the large increase in the state’s 
population b e g i n n i n g  about the turn of 
the century, and the g r o w i n g  influence 
of the eastern areas of the state. With the 
advent of the railroads, agricultural activity 
in the eastern counties increased, bringing 
in larger numbers of people and stimulating 
growth of towns and cities. This later de 
velopment of eastern Montana pulled the 
center of population eastward, in contrast to
TABLE 1
CENTERS OF POPULATION IN MONTANA 
1880 - 19501
Year North Latitude West Longitude Approximate Location
o / // o / //
1880 46 23 05 111 42 16 Broadwater County, 19.7 miles SE of Helena
1890 46 31 45 111 51 22 Jefferson County, 9.3 miles ESE of Helena
1900 46 34 45- 111 36 18 Broadwater County, 19.7 miles ENE of Helena
1910 46 41 31 110 49 49 Meagher Co., 9.8 miles NNW of White Sulphur Sp
1920 46 52 36 110 14 02 Judith Basin Co., 9.7 miles SW of Utica
1930 46 51 00 110 25 46 Judith Basin Co., 18.3 miles WSW of Utica
1940 46 51 36 110 11 26 Judith Basin Co., 10 miles SSW of Utica
1950 46 52 27 110 22 44 Judith Basin Co., 14.7 miles WSW of Utica
QnUriColi „u 's - DePt - of Commerce, Bureau of the Census, Geographic Reports, Series GEO, No. 2, Sept.
1951.’ l0Cau10̂  °* centers 1880-1920. Centers for 1930-1950 computed by Bureau of Business and 
-Economic Research, Montana State University, and author.
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FIGURE 1




5—  1920 7— 1940
6—  1930 8— 1950 
Source: Table 1.
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the steady westward progress of the nation’s 
center of population.
In the decade 1910 to 1920, the eastward 
movement of Montana’s center of population 
continued even more markedly than in the 
preceding ten years, as population in the 
eastern counties increased more rapidly than 
in the western parts of the state. By 1920, 
the center of population had reached a point 
near Utica, in southern Judith Basin County. 
This point was about 39 miles east and north 
of the center in 1910.
Since 1920, the center of population has 
remained in the same general area. In 1920, 
it was almost 10 miles southwest of Utica. 
In 1930, it moved south and slightly west, 
to a point about 18 miles west southwest of 
Utica. By 1940, it had moved east and north 
again, to a point about 10 miles south south 
west of Utica, and in 1950, it moved west and 
north to a point approximately 15 miles west 
southwest of Utica. This spot is quite close 
to the geographic center of the state, which 
is 12 miles west of Lewistown, in Fergus 
County. The center of population in 1950 
was about 35 miles southwest of the geo 
graphic center; in 1920 and 1940 the two 
centers were even closer.
The trend of the center of population in the 
state has been to the east and north; between 
1890 and 1920, the center moved 23.5 miles 
northward and 77.1 miles eastward, or nearly 
81 miles in a straight line.4 Since 1920, pop 
ulation distribution in the state has apparent 
ly been in relative equilibrium, with growth 
rates about the same as between eastern and 
western, and between northern and southern, 
areas. Slight erratic movements of the cen 
ter since 1920 indicate somewhat irregular
growth rates of the major population con 
centrations of the state. Of the major cities 
in Montana, Anaconda, Bozeman, Butte, 
Great Falls, Helena, Kalispell, and Livings 
ton are west of the centers of population for 
1920 through 1950, while Billings, Glendive, 
Havre, Lewistown, and Miles City are to 
the east of the centers. Most population in 
crease in recent decades has occurred in 
urban places and their fringe suburbs, and 
it is clear that proportional rates of growth 
in such places have just about balanced, 
holding the center of population to its fairly 
stable location.
When the major cities of the state are 
viewed along an east-west axis, the following 
cities are located north of the centers of pop 
ulation for 1920 through 1950: Glendive, 
Great Falls, Havre, and Kalispell. Anaconda, 
Billings, Bozeman, Butte, Livingston, and 
Miles City are south of a line drawn through 
the center. The effects of north-south 
changes in population on movement of the 
center have not been as great as east-west 
changes.
In itself, the location of the center of pop 
ulation is perhaps of no great consequence. 
But aside from the historical interest in not 
ing its progression in a direction opposite to 
that of the nation, knowing the “center of 
gravity” of the state’s population furnishes 
leads to some of the demographic forces at 
work in Montana. Changes in numbers of 
people, their distribution in different parts of 
the state, the differential rates of growth 
between rural and urban places, and the 
effects of economic factors on population are 
all part of the complex field of forces deter 
mining the location of the center of popula 
tion at any given time.
6
4Montana Almanac, 1959-60, p. 164.
A SURVEY OF POPULATION ESTIMATES FOR M O NTANA
HENRY K. SHEARER 
Director, Bureau of Business & Economic Research 
Montana State University, Missoula
The last census of population for Montana 
was taken by the U. S. Bureau of the Census 
on April 1, 1950, almost nine years ago. Only 
estimates have been available since that 
date. The purpose of this article is to pre 
sent several of those estimates published 
recurrently and to examine the premises 
on which they are based.1
The estimates take various forms. Some 
are for total population, others are limited 
to civilian, urban, or farm population. Some 
are sub-classified by broad age group (e.g. 
under 5 years, 5 to 17 years, 18 to 44 years, 
45 to 64 years, and 65 years and over), others 
by working age, college age, or voting age. 
And some are expressed in terms of house 
hold or consumer spending units. Areal units 
also vary: data are published for the state, 
its counties, principal cities, metropolitan 
areas, retail trading areas and economic areas. 
Although the several types of estimates made 
by the principal estimating agencies will be 
briefly surveyed, the major emphasis in this 
article is on those for total population for 
the state, its counties, and its principal cities.
There are three categories of estimating 
agencies: federal, state, and commercial. At 
the federal level, the work is done principally 
by the U. S. Bureau of the Census and at the 
state level, in Montana, by the State Board 
of Health. Commercial agencies, whose in 
terest is in marketing on a national scale, 
include such organizations as Sales Manage 
ment, Inc., New York City; Editor and Pub 
lisher Company, Inc., New York City; and the 
Standard Rate and Data Service, Evanston, 
Illinois. A discussion of the kinds of esti 
mates made by these agencies follows.
'Not included are local estimates made by planning
boards, boards of education, etc.
U. S. Bureau of the Census. Estimates of 
the Bureau are published recurrently in 
Current Population Reports, Series P-25. 
Total and civilian population figures for the 
state as a whole are published annually as of 
July 1. Revisions are made on occasion.2 
State estimates are also furnished, on a some 
what irregular basis, for subclassifications by 
broad age group, population of voting age, 
etc. And, rather infrequently, projections 
into the future are made, e.g. total population 
for 19p0. 1965, and 1970 a n d  college-age 
population for 1963, 1968, and 1973. The most 
recent data available for counties and cities 
published bv the U. S. Bureau of the Census 
is that resulting from the 1950 enumeration. 
Although special censuses of counties and 
cities have been made on occasion by the 
Bureau since 1950, none has been published 
for Montana.
Montana State Board of Health. This 
agency publishes annually estimates as of 
July 1 for the state as a whole and for its 
counties; there is no further refinement. 
These estimates have no official status; they 
are made only for the purposes of the Board 
of Health.
Commercial Agencies. Sales Management, 
Inc. publishes annually (on May 10) popula 
tion estimates in the “Survey of Buying 
Power” issue of Sales Management - The
-Ttevisions in the estimates for a given year result 
primarily from the deviation of migration from 
previous trends. The original (“provisional” ) es 
timates include a one year extrapolation for mi 
gration, whereas the revised estimates are based 
on current data.
3In addition to population figures, various estimates 
are furnished by county, p r i n c i p a l  city, and 
“metropolitan area,” for effective buying income 
and retail sales.







Dec. ..... ............ . 113.8 114.6 127.3 130.6 101.8 101.6 101.4 99.3 95.0 91.9
1958
Jan ........................... 109.2 115.4 110.9 120.2 105.6 106.1 100.0 98.9 91.1 91.4
Feb. _ ___ ______ 106.9 114.2 105.4 118.4 103.7 103.3 94.5 102.6 88.1 86.9
M a rc h __________ 107.1 113.8 103.6 121.2 103.7 104.4 93.2 99.9 83.2 82.2
April ....... ......... ... 111.2 114.6 109.1 130.2 103.7 104.5 93.2 98.0 87.1 87.1
M a y ___________ 115.5 115.3 127.3 134.0 100.0 103.0 94.5 98.0 90.1 91.5
J u n e ___________ 119.8 115.5 145.4 132.2 103.7 103.8 95.9 98.4 91.1 91.6
July  ............. ........ 120.3 114.9 150.9 136.3 105.6 102.7 98.6 98.3 83.2 84.9
August .......... ......... 121.3 115.1 154.5 136.0 105.6 101.5 100.0 99.2 86.1 86.0
September ...... ...... 120.6 115.7 152.7 135.0 100.0 99.6 101.4 99.9 87.1 87.2
October ________ 118.8 115.8 143.6 133.7 98.1 100.3 112.3 99.1 87.1 89.2
November ....... ..... 115.3 114.6* 136.4 133.6 94.4 94.7 106.8 100.0 91.0 94.3
December ______
1959
111.4** 112.1** 120.0** 123.1** 94.4** 94.2** 109.6 ** 107.3** 91.1** 88.1**












Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. A
Dec. .... ................... __ 183.2 172.8 146.8 143.8 82.4 81.5 312.1 301.8 187.3 11
1958 
Jan ........ ........ __ 203.5 196.6 154.7 151.7 64.2 64.8 302.5 299.5 178.3 If
F e b . ___________________ __ 204.6 197.1 133.1 125.0 71.2 68.3 299.3 292.0 154.8 1«
March ..... ....... .... 197.3 198.5 142.3 136.8 65.8 63.9 300.5 291.7 160.0 r
April ' ' ___ ____ ____ 202.0 202.4 146.9 138.6 87.3 81.6 301.3 299.8 157.4 H
M a y __________________ __ 204.3 207.2 157.3 156.5 80.4 75.1 304.1 301.1 153.1 1*
June __________________ __ 202.2 208.7 157.8 162.7 63.9 . 63.3 316.6 308.6 181.5 U
July ................ ...... ......... . ..... 187.1 202.0 139.4 153.2 34.8 36.3 310.5 302.6 172.7 r
August ............... .............. ..... 190.8 199.8 146.1 158.8 29.3 33.7 304.9 314.0 169.2 It
September _______ _______191.6 196.1 157.0 168.8 28.7 30.5 313.0 328.4 199.7 If
O c to b e r_________________ 185.2 184.5 183.0 181.2 45.4 45.4 315.0 340.2 216.0 15
N ovem ber_____________ . 183.4 172.8 194.6 184.4 77.1 76.6 313.4 318.8 201.5 If













1Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- £ 
month.
U nem ploym ent Compensation Commission of Montana. Number of work applicants at end of month.
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings 
4Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Po\ 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
5Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana coir 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
^Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department a 
10Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Ser 




Lumber &  Durable Goods Nondurable
Total Timber Prod. Mfg. Mfg. Mining












46.4 92.3 95.0 115.6 113.3 125.3 127.5 •
53.6 89.1 93.7 108.0 114.0 122.6 126.0
38.9 88.2 93.0 107.8 115.3 121.8 125.2
37.3 87.3 91.8 108.6 114.9 123.0 125.6
34.9 87.3 89.6 111.9 115.0 125.3 126.3
36.7 89.5 89.0 113.0 113.6 128.8 126.9
32.3 90.9 88.6 116.7* 112.8 132.3 127.0
36.6 91.4 87.0 117.2 112.6 130.0 127.6
41.4 89.5 84.4 118.0 112.5 129.2 128.2
41.9 87.7 84.2 117.8 113.2 129.6 127.9
50.2 86.4 84.2 113.6 111.7 132.3 129.2
51.9 86.4 86.8 111.1 111.0 130.0 132.4'
28.2** 85.9** 88.4** 108.0** 105.9** 141.2** 143.6*
45.3* 84.5* 88.8* 100.3* 105.9* 140.5* 144.4*




&  ~iO id
Assocs.




($1,0 0 0 )
Comm.
Banks
($1,0 0 0 )
Others




►,616 1,767 443 1,915 1,491 205.8 120.3
:,797 1,399 179 1,753 1,466 76.0 120.6
,497 1,595 210 1,628 1,064 76.8 120.0
1,423 1,556 222 1,565 1,080 95.6 125.0
►,023 1,708 109 1,836 1,370 114.0 119.0
>,945 2,340 259 1,913 1,433 119.6 124.6
>,983 2,451 165 2,149 1,218 109.9 119.4
5,253 2,192 353 2,312 1,396 112.0 120.4
>,737 2,373 249 1,752 1,363 141.8 131.8
5,100 2,131 244 2,473 1,252 133.5 122.5
>,939 2,283 439 2,081 1,136 139.8 123.7
>,229 2,107 348 2,375 1,399 150.9 126.1
211.8 124.3
81.4 129.2
* — Preliminary * * — Revised






16,432 12,969 114.3 110.4 _________ Dec.
21,533 12,193 104.9 117.9
1958 
........... ...  Jan.
23,750 12,728 87.9 100.4 ..........  Feb.
23,394 13,657 89.8 104.4 _______ March
19,579 16,221 95.7 108.4 ..... . April
15,233 18,900 99.7 104.9 _________ May
16,832 23,640 110.4 114.4 _________ June
11,784 21,348 109.2 111.6 .......... ..........  July
8,772 22,903 132.0 123.4 ___ August
8,065 20,418 146.3 130.6 ........  September
8,586 17,740 166.0 137.8 ______ October
13,013 15,584 151.9 129.8 November
: 17,127 13,518 139.6 134.9 .........  December















95.0 81.0 114.0 -
1958
________ _ Jan.
97.0 82.0 113.0 _ ...________  Feb
103.0 85.0 113.7 ................  March
103.0 85.0 115.2 _________  April
105.0 82.0 114.6 _ .... .... .........  May
105.0 81.0 115.1 . _____ June
104.0 75.0 117.5 ... _________  July
104.0 72.0 116.7 - ________ August
110.0 73.0 . 117.0 . _— — . .......  September
110.0 74.0 117.0 ... ______  October
108.0 74.0 116.6 ... ...........  November
108.0 75.0 113.8** _____  December
107.0 73.0 113.7 ...
1959
_______ January
106.0 74.0 110.6 ... ______ February
during the pay period ending nearest the 15th of the
Ight loaded at Montana points. Daily average.
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
1$. Daily average.
|  ral stores in Montana. Daily average.
Adjusted for seasonal variation: This means that intra-annual repeti 
tive fluctuations in the business indicators occasioned by the effects of 
climate, custom and convention have been allowed for statisticaUy. 




Magazine of Marketing.3 Included are data 
as of January 1 for total population, number 
of households (occupied dwelling units with 
out regard to number of families or in 
dividuals residing therein and excluding stu 
dents, soldiers, residents of hotels, etc.), num 
ber of consumer spending units (families and 
individuals earning income without regard to 
nature of residence) and urban population. 
They are furnished for each of the 56 counties, 
for 14 principal cities (Anaconda, Billings, 
Bozeman, Butte, Glasgow, Glendive, Great 
Falls, Havre, Helena, Kalispell, Lewistown, 
Livingston, Miles City and Missoula) and for 
three “metropolitan” areas (Billings, Butte- 
Anaconda, and Great Falls).
Editor and Publisher Company, Inc. pub 
lish es  annually estimates as of January 1 
in its “Market Guide4.” Total population 
figures are presented for the counties; and 
for 15 principal cities (Billings, Bozeman, 
Butte-Anaconda, Dillon, Glendive, Great 
Falls, Hamilton, Havre, Helena, Kalispell, 
Lewistown, Livingston, Miles City and Mis 
soula) data are furnished for the corporate 
city limits, city zone and retail trading zone. 
In addition, data are furnished for six “state 
non-metropolitan economic areas,” each of 
which consists of a group of counties. For 
example, that including Great Falls consists 
of Cascade, Judith Basin, Fergus, Chouteau, 
Teton, Pondera and Glacier Counties.
The Standard Rate and Data Service pub 
lishes population estimates semi-annually 
(as of January 1 and July 1) in its radio,
4In addition to population figures, data for retail 
sales and individual income are furnished for each 
county. For the principal cities listed in the text, 
data for the following are also presented: location, 
transportation carriers, housing, savings b a n k s  
and associations, automobile registrations, electric 
and gas meters for residences, telephones for resi 
dences and businesses, principal manufacturing 
industries (type, number of wage earners and 
average weekly wages), colleges and universities, 
climate, tap water, agriculture in area, mining 
in area, retailing (number of stores, sales, em 
ployees, payrolls, location of principal shopping 
centers, retail outlets, etc.), newspapers and growth 
factors.
newspaper, and television publications5. In 
cluded are data for total population, number 
of households, and farm population. They are 
furnished for each of the 56 counties, for 
five principal cities (Billings, Butte, Great 
Falls, Helena and Missoula), and for two 
“metropolitan” areas (Billings and Great 
Falls).
Estimates of Total Population 
For the State
From the above it is seen that population 
estimates for the state as a whole are pre 
pared annually by the U. S. Bureau of the 
Census, the Montana State Board of Health, 
Sales Management, Inc., Editor and Pub 
lisher, Inc., and the Standard Rate and Data 
Service. Presented in Table 1 are the esti 
mates, by agency, for the most recent years 
for which data are available. Also shown are 
the percentage increases over the 1950 census 
for the state (591,024) and for the nation 
(150.697,400), and the percentage that Mon 
tana’s population is of the total for the United 
States. (In 1950 the percentage was 0.3922.)
Examining these data it is seen that there 
are differences in the estimates not wholly 
explained by differences in the dates to which 
they apply. Bureau of the Census, Montana 
State Board of Health, and Standard Rate and 
Data Service estimates are substantially 
higher, and in the cases of those agencies 
making national estimates are reflected in 
greater percentage increases over the 1950 
census figures for the state than for the 
nation (SRDS for January 1, 1958 excepted). 
On the other hand, the estimates of the other 
agencies are reflected in percentage increases 
lesser than those for the nation even though 
the percentage increases for the nation are 
comparable as between all agencies making 
national estimates. These differences are 
also brought out by the figures showing the
5In addition to population figures, various estimates 
by county, principal city and “metropolitan area” 
are furnished for consumer spendable income, 
gross farm income, and retail sales.
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TABLE 1
TOTAL POPULATION ESTIMATES FOR 
MONTANA, BY VARIOUS AGENCIES, 
JULY 1, 1957 TO JULY 1, 1958
July 1 Jan. 1 July 1
Source







Montana ....... ............. 16.4 13.5
United States __ __ 15.0 13.0
Montana as % of U.S.— 0.3970 0.3940
Montana State Board
of Health:2
Population ........ ......  ...
Percent change from
678,000





from 1950 Census: 
Montana .. 11.6
United States . 14.1





from 1950 Census: 
Montana 10.0
United States 14.1
Montana as %  of U. S._ 0.3779
Standard Rate and Data
Service:5
Population _ _ __  ....
Percent change from
684,100 675,000
from 1950 Census: 
Montana 15.8 14.2
United States 15.4 14.3
Montana as % of U. S. 0.3932 0.3917
1 Source: U. S. Bureau of the Census, Current Pop 
ulation Reports, Series P-25, No. 189, November 
13, 1958.
2Source: Montana State Board of Health, Popula 
tion Estimates for Montana by Counties, July 1, 
1957.
^Source: Sales Management, Inc., “Survey of Buy 
ing Power,” Sales Management, May 10, 1958. 
(Copyright 1958, further reproduction not li 
censed.)
4Source: Editor and Publisher, Inc., 1958 Market
Guide.
''Source: Standard Rate and Data Source, Spot Tele 
vision Rates and Data, February 10, 1959. These 
data are also published in other publications 
of the same agency containing consumer market 
data, e.g. Spot Radio Stations.
percentage that Montana’s population is to 
the total for the United States.
How is one to account for these variations? 
Apparently the answer lies in differences in 
procedures based on varying types and 
sources of data, and methods of using the data.
The U. S. Bureau of the Census describes its 
procedure as follows:6 *
“The estimate for each area was prepared 
by a variation of the “component” method 
of making postcensal population estimates. 
This method involves (1) estimating the 
civilian population on April 1, 1950, from the 
census figures for that date, (2) adding to 
this civilian population an estimate of births 
for the period between the census and the 
estimate date, (3) subtracting an estimate 
of civilian deaths, (4) adding or subtracting 
an estimate of net civilian migration, (5) sub 
tracting an estimate of the net movement of 
civilians into the Armed Forces, and (6) for 
the total population, adding an estimate of the 
number of persons in the Armed Forces sta 
tioned in the area on the estimate date.
The estimates of net civilian migration for 
each State ( and  Alaska a n d  American 
Samoa) for the period April 1, 1950 to July 
1, 1958, were obtained by extrapolation of 
the annual migration series implied by the 
estimates of the population of States for 1940 
to 1957 shown in Current Population Reports, 
Series P-25, Nos. 72, 165 (and 167), and 1861 2*4. 
The estimates of annual net migration for 
States for the period up to July 1, 1957, were 
developed, for the most part, on the basis of 
statistics of school enrollment in the ele 
mentary grades.
The net movement of civilians into the 
Armed Forces for each State was estimated 
by (1) subtracting (a) the number of per 
sons serving in the Armed Forces on April 
1, 1950, who reported the area as their pre 
service residence from (b) the number serv 
ing in the Armed Forces on the estimate date 
who reported the area as their preservice 
residence, and (2) adding an allowance for
°U. S. Department of Commerce, Bureau of the
Census, Current Population Reports, Series P-25,
No. 189, November 13, 1958.
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former residents of the area who died during 
the period while serving in the Armed Forces.
The hirth and death statistics used in pre 
paring the estimates for States shown here 
include final figures for 1956 classified on a 
residence basis and provisional figures for 
1957 and 1958 classified on an occurrence 
basis. For the present purpose, the pro 
visional figures were adjusted to a resi 
dence basis. The data on births were cor 
rected for u n d e r r e g i s t r a t i o n  by fac 
tors which extend the results of the 1950 
Birth Registration Test to the estimate dates. 
This test was conducted by the National 
Office of Vital Statistics in conjunction with 
the 1950 Census of Population.
No adjustment has been made for under 
registration of deaths.
Many of the data used to prepare the popu 
lation estimates for States given in this re 
port were obtained from other agencies and 
organizations. The National Office of Vital 
Statistics, United States Public Health Ser 
vice, provided the vital statistics. The Immi 
gration and Naturalization Service, Depart 
ment of Justice, provided statistics on immi 
gration and emigration. The Department of 
Defense provided the figures relating to the 
Armed Forces. State Departments of Edu 
cation and Catholic school systems through 
out the country provided the data on school 
enrollment used in developing estimates of 
net internal migration.
'For this purpose, rough graphic adjustments were made 
in the migration figures for the years 1950 to 1955 
from Series P-25, No. 165, to improve comparability with 
the figures for 1956 and 1957 from Series P-25, No. 186.
The Montana State Board of Health des 
cribes its procedure as follows:7
“The estimate for the State as a whole was 
prepared by averaging the results obtained 
by three different methods of estimating 
population. These are'.
1. Censal ratio method. This method as 
sumes a constant relationship between the 
school census (persons aged 0-21) and the 
total population. The 1957 school census 
figures are adjusted to take into account the
7Montana State Board of Health, Population Esti 
mates for Montana by Counties, July 1, 1957.
increasing proportion of persons 0-21 in the 
total population. The adjusted figure is then 
used in a ratio to arrive at the estimated 
population for all ages. The estimate ob 
tained by this method is 682,000.
2. Birth rate method. This method as 
sumes that the crude birth rate for 1957 is 
the same as that for 1950. Since the 1957 
population estimate must be prepared before 
all the births which occurred in 1957 have 
been filed, the number of birthis which have 
been filed for 1957 must be adjusted to in 
clude the probable amount of late regis 
tration. The estimate obtained by this 
method is 690,000.
3. Death rate method. This is the same as 
that for births except that deaths are used 
instead .of births. The estimate obtained in 
this way is 661,000.
The school census data are obtained from 
the Montana State Department of Public 
Instruction and those on vital statistics are 
compiled by the Board of Health.
Sales Management, Inc. describes its pro 
cedure as follows:8
“The estimates of the number of persons 
and families in any county or city are as of 
January 1, 1958, and they constitute a 93 
month projection from the April, 1950, Cen 
sus benchmark* These projections are based 
on three factors: (1) individual growth
trends as established over the past decade, 
(2) population growth adjusted by current 
sales data (in about 600 areas where correla 
tions have been established between the two), 
and (3) chamber of commerce reports. 
Every chamber of commerce in the nation 
was solicited by mail, telegrams and follow 
up inquiries to report, for the city and county 
involved, changes in population since 1950, 
changes in the number of public utility con 
nections since 1950, plus any unusual eco 
nomic developments which might affect pop 
ulation growth. The research staff places 
great emphasis on this aspect of the Survey, 
for a realistic population figure is the most 
basic and essential ingredient in a successful
8Sales Management, Inc^ “Survey of Buying 
Power,” Sales Management, May 10, 1958.
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market analysis problem. The overall per 
centage of return on this canvass of cham 
bers of commerce was 95% ”
*One very helpful feature has been the recent develop 
ment of special censuses conducted bv the Census Bureau 
on behalf of local agencies. Over 600 cities have had 
special population censuses conducted since 1950.
It is noted that the footnoted observation 
applies to the nation as a whole. It is believed 
that no special population censuses have been 
taken in Montana cities since 1950.
The procedure used by Editor and Pub 
lisher, Inc. is described as follows: The basic 
source of data is the 1950 Census of Popula 
tion and subsequent Current Population Re 
ports, Series P-25. By mathematical corre 
lation, the line of regression between the total 
United States estimate and the state esti 
mate is determined. From this an extrapola 
tion a year or so beyond the Bureau of the 
Census estimates is made.9
The Standard Rate and Data Service des 
cribes its procedure as follows:10
“The sources of data used to prepare the 
SRDS population estimates include the 1950 
Census, all special censuses conducted since 
1950, and all population estimates prepared 
by the Bureau of the Census and the De 
partment of Agriculture. Also, estimates 
made by various state and local organizations 
were searched out and thoroughly analyzed. 
Where the procedures used by such organi 
zations were found acceptable, these local 
estimates were given considerable weight. 
An intensive study was made of outstanding 
trade and business publications to locate 
geographically any unusual business activity 
(such as the building of new factories) which 
might cause population shifts.”
Estimates of Population for 
Counties and Principal Cities
The Montana State Board of Health esti 
mates are limited to those for counties, while 
the estimates of Sales Management, Inc., 
Editor and Publisher, Inc., and the Standard 
. Rate and Data Service include both counties 
\
and principal cities. Presented in Table 2 are 
the estimates, by agency, for the most re 
cent years for which data are available. Also 
shown where applicable are the percentage 
increases over the 1950 Census.
As was true in the case of the state esti 
mates, examination of the data discloses that 
there are variations in the county and city 
estimates not wholly explainable by differ 
ences in the dates to which they apply. Once 
again, the answer appears to lie in differences 
in procedures based on varying types and 
sources of data, and methodologies.
The Standard Rate and Data Service and 
Sales Management, Inc. depend in large part 
on local estimates. (See procedures earlier 
described for state estimates.) Editor and 
Publisher, Inc. bases its estimates for counties 
on mathematical correlation, utilizing the line 
of regression between total state and county 
figures; and, having thus determined the 
county estimates, the same procedure is used 
to estimate the population of units within
the counties.
The Montana State Board of Health makes 
its county estimates by apportioning the esti 
mates for the state amongst the 56 counties. 
The initial step calls for use of the equation 
A:B =  C:X, in which “A” equals the school 
census estimated as of April 1,1950 (obtained 
by averaging the school censuses taken in 
September of 1949 and 1950); “B” equals the 
population of the county as enumerated by 
the U. S. Bureau of the Census on April 1, 
1950; “C” equals the school census for the 
year for which the estimate is desired; and 
“X” equals the unadjusted estimate for that 
year. If the total of the county estimates 
thus derived differs from that for the state 
as a whole (see earlier discussion for pro 
cedure used in determining the state esti 
mate) , each county estimate is multiplied by 
a common factor derived by dividing the state 
estimate by the total of the county estimates.
^Letters from Ray B. Prescott, Marketing Con 
sultant, for Editor and Publisher, Inc.
10Standard Rate and Data Service, Spot Television 
Rates and Data, February 10, 1959.
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Conclusion
It is clear from the foregoing discussion that 
different procedures, involving varying types 
and sources of data, and methods of using the 
data, give different results. Which of these 
procedures is likely to give the most accurate 
estimates? To this there is no immediate ans- 
swer.11 On the one hand, the use of pro 
cedures based almost solely on mathematical 
techniques ignores local developments (e.g. 
the establishment or failure of manufacturing 
industries, mining operations, etc.), which 
may have a marked effect on population num 
bers and distribution. On the other hand, the
use of local estimates of population change re 
sulting from such developments may intro 
duce a rather large degree of error. Thus 
no supportable conclusion is possible. Only 
the 1960 census of population, the results of 
which will be published about 1962, will fur 
nish an adequate test. Clearly, inter-censal 
population estimates must be used with cau 
tion.
"Som e tests of the accuracy of population estimates 
have been made by the U. S. Bureau of the Census, 
other organizations, and individual researchers. 
For greater detail see U. S. Bureau of the Census, 
Current Population Reports, Series P-25, No. 178, 
June 27, 1958.
TABLE 2
POPULATION ESTIMATES FOR MONTANA COUNTIES, PRINCIPAL CITIES AND METROPOLITAN 
AREAS, BY VARIOUS AGENCIES, JULY 1, 1957 TO JULY 1, 19581
Std. Rate & Editor Sales Montana St. U.S. Bur.
County, City, Data Service & Publisher Management Board of Health of Census
Metropolitan Area July i. 1958 Jan. 1, 1958 Jan. i. 1958 July 1,19=7 Apr. 1,1950
Pop. % Chge. Pop. % Chge. Pop. % Chge. Pop. % Chge.
Counties
Beaverhead ....... 7,500 12 7,150 7 6,400 - 5 6,900 3 6,671
Big Horn ....... . 8,000 -19 9,680 -  1 8,800 -10 8,800 -10 9,824
Blaine . 8,700 2 8,300 - 3 8,100 - 5 7,900 - 7 8,516
Broadwater 2,900 0 3,100 6 2,700 - 8 2,500 -14 2,922
Carbon 10,000 0 9,580 |  6 9,600 - 6 8,400 -18 10,241
Carter ________ 2,800 0 2,970 6 2,500 -11 2,300 -18 2,798
Cascade ___ 69,500 31 63,850 20 70,100 32 71,100 34 53,027
C h o u te a u ______ 7,800 12 7,150 2 7,200 3 8,000 15 6,974
Custer ___ 15,800 25 15,000 18 12,900 2 11,700 - 8 12,661
Daniels . 4,100 4 3,450 -13 3,600 - 9 3,800 - 4 3,946
Dawson _ 10,700 17 9,210 1 10,200 12 11,700 28 9,092
Deer Lodge . 20,200 22 19,400 17 19,800 19 21,400 29 16,553
Fallon ...... 4,200 15 3,750 2 3,600 - 2 3,800 4 3,660
Fergus .......... . 15,500 10 14,830 6 13,900 - 1 13,900 -  1 14,015
Flathead . 41,500 32 37,440 19 34,100 8 34,300 9 31,495
Gallatin ___ ... 25,300 15 25,360 16 24,600 12 24,700 13 21,902
Garfield .... 2,200 1 2,340 7 2,100 - 4 2,000 - 8 2,172
Glacier 11,400 18 10,260 6 10,900 13 10,900 13 9,645
Golden V alley_ 1,400 4 1,380 3 1,200 -11 1,200 -11 1,337
Granite .... 2,700 - 3 3,000 8 3,000 8 3,300 19 2,773
Hill 16,100 13 16,000 12 16,500 15 17,700 24 14,285
J e f f e r s o n _____ 4,100 2 3,770 - 6 4,100 2 4,100 2 4,014
Judith Basin __ 3,200- 0 3,400 6 3,100 - 3 2,900 -10 3,200
Lake 16,100 16 15,000 8 11,800 -15 11,800 -15 13,835
Lewis & C la rk_ 29,600 20 27,650 12 28,100 14 29,300 19 24,540
Liberty . 2,300 5 2,230 2 2,400 10 2,900 33 2,180Lincoln _ 10,600 22 9,560 10 11,200 29 12,300 41 8,693
Madison .... 5,800 - 4 5,400 -10 6,000 0 5,600 7 5,998McCone 3,200 -  2 3,240 - 1 3,500 7 3,400 4 3,258Meagher _ 2,200 6 2,240 8 2,200 6 2,600 6 2,079
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Std. Rate & Editor
County, City, Data Service & Publisher
Metropolitan Area July i. 1958 Jan. 1,, 1958
Pop. % Chge. Pop. %  Chg
M inera l_______ 2,200 5 2,430 16
Missoula ______ 40,800 15 42,270 19
Musselshell ....... 5,900 9 5,730 6
Park - _______ 14,300 19 12,800 6
Petroleum 1,200 17 1,060 3
Phillips ..... ......... 6,100 -  4 5,660 -11
Pondera ______ 6,900 8 6,270 - 2
Powder R iv e r_ 2,700 0 2,860 6
P o w ell________ 7,000 11 6,720 6
P r a i r i e _______ 2,600 9 2,430 2
Ravalli ........... . 13,900 6 14,000 7
Richland _____ 12,000 16 10,530 1
Roosevelt ....... ... 10,900 14 9,720 1
Rosebud ______ 7,800 18 7,000 6
Sanders 8,000 15 7,600 9
Sheridan ........ . 6,800 2 6,280 - 6
Silver Bow ___ 51,300 6 50,620 4
Stillwater ........ . 5,700 5 5,340 1
Sweet G rass___ 3,900 7 3,820 5
T e to n _________ 8,600 19 7,620 5
Toole ________ 7,900 15 7,000 2
Treasure ....... .... 1,500 7 1,500 7
Valley ........ . 9,000 -21 9,940 -13
Wheatland ____ 3,600 13 3,400 6
Wibaux 2,000 5 1,920 0
Yellowstone __ 75,800 35 69,740 25
Cities
Anaconda ........... 12,500 11
Billings . 47,200 48 40,000 25
Bozeman ....... ..... 13,650 20




Great F a lls ......... 51,700 31 48,000 22
Hamilton .... ..... 2,860 6
Havre ....... 9,850 22
Helena 22,700 29 20,500 16
Kalispell ....... . 11,000 13
Lewistown .... 7,600 15
Livingston ......... 8,200 6
Miles City . 9,730 5




Great Falls . 69,500
1See Table 1 for sources.
Sales Montana St. U.S. Bur.
Management Board of Health of Census
Jan. 1, 1958 July 1,1957 Apr. 1,1950
Pop. % Chge. Pop. % Chge.
2,700 29 2,900 39 2,081
42,100 18 46,500 31 35,493
5,500 1 4,900 -10 5,408
13,300 10 12,900 7 11,999
900 -12 900 -12 1,026
5,300 -17 5,400 15 6,334
6,700 5 7,400 16 6,392
2,600 - 4 2,600 - 4 2,693
6,600 5 7,400 17 6,301
2,400 0 2,500 5 2,377
12,000 1 9 11,400 -13 13,101
10,500 1 10,300 -  1 10,366
11,300 18 12,400 29 9,580
6,600 0 6,800 3 6,570
7,500 7 8,200 18 6,953
6,500 -  3 7,100 6 6,674
58,100 20 59,600 23 48,422
5,700 5 5,600 3 5,416
3,400 - 6 3,100 -14 3,621
7,200 0 7,100 0 7,232
7,800 13 8,400 22 6,867
1,300 - 7 1,200 -14 1,402
10,900 - 4 11,800 4 11,353
3,100 - 3 2,900 - 9 3,187
1,700 -11 1,600 -16 1,907
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BUREAU OF BUSINESS 
AND ECONOMIC RESEARCH 
MONTANA STATE UNIVERSITY
MSU ADVERTISING CONFERENCE
Businessmen are often perplexed by the 
complexity of advertising. They want to 
know more about how advertising can be used 
effectively in their pursuit of increased sales. 
On June 22 and 23 the businessmen of Mon 
tana will be afforded an outstanding oppor 
tunity to learn more about the proper use 
of this important business tool. Oil tl cse 
days the School of Business Administration, 
Montana State University, is sponsoring a 
conference which will include discussions of 
the following questions:
“Should our company advertise at all?”
“What should we advertise?”
“When should we advertise?”
“How much should we spend for adver 
tising?”
“Where should we advertise?”
“How can we tell whether our adver 
tising is doing the job?”
The speakers are experienced and well- 
qualified to handle their assigned subjects. 
The dinner speaker, Mr. Thomas D’Arcy 
Brophy, is making a special trip from New 
York City to address the group. Mr. Brophy,
who recently retired as Chairman of the 
Board of Kenyon and Eckhardt, Inc., a New 
York advertising agency, is considered to be 
cne of the outstanding speakers in adver 
tising today. He will speak on a subject of 
vital interest to every American: “The Role 
of Advertising in Our Economy.” Other 
speakers include: Marie Ferrell, Manager, 
The Better Business Bureau of Spokane; 
Stanley Boulier, Advertising Manager, Moun 
tain States Telephone and Telegraph Com 
pany; Professor Max Wales, University of 
Oregon; Professor William S. Peters, Montana 
State University; Walter McNiff, Director 
cf Western Division, Television Bureau of 
Advertising; and many others.
Programs and registration blanks may be 
obtained by writing Dr. John S. Wright, 
Director, MSU Advertising Conference, Mon 
tana State University, Missoula, Montana. 
The registration fee is $25.00 which includes 
one breakfast, two luncheons, and the con 
ference dinner. Conference leaders would 
appreciate receiving registrations by June 1 
A deadline of June 15 has been placed on 
registrations.
We hope we will see many of you at the 
conference.
MONTANA BUSINESS REVIEW
April 1959 Vol. 11, No. 4
Published monthly and sent free on request 
by the Bureau of Business and Economic 
Research, Montana State University, Missoula.
Entered as second-class m atter March 3, 1949, 
at the Post Office at Missoula, Montana, under 
the Act of August 24, 1912.
Bureau of Business & Economic Research 
Montana State University, Missoula 
Member, Associated University Bureaus of 
Business and Economic Research 
Henry K. Shearer, Director 
Edward J. Chambers, Associate Director 
Maxine C. Johnson, Research Associate 
Jean H. Shaudys, Research Associate 
(on leave, 1958-59)
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PUBLIC UTILITY RATE POLICIES IN MONTANA
GILBERT R. DYER
Instructor of Economics 
Montana State University, Missoula
Introduction
The purpose of this article is to explain 
some of the more important aspects of the 
rate-making policies and procedures of the 
Montana Board of Railroad Commissioners 
(ex-officio the Public Service Commission). 
In addition, an explanation, by no means ex 
haustive, of rate-making procedures in gen 
eral is presented to assist those without know 
ledge of public utility rate-making theory.
A public utility can be defined as an enter 
prise enjoying some degree of monopoly; i.e., 
a single seller dealing with a necessary good 
or service. Transportation, communication, 
heat, light, and power, and water industries 
fall into this category. They are devoted to 
public use. A utility’s duty is to serve all 
comers adequately without unjust discrimi 
nation and at reasonable rates. In return, 
by virtue of public authority, it is permitted 
its monopoly position, the right of eminent 
domain, and a reasonable return on invest 
ment. Interpretations of the phrase “by vir 
tue of public authority,” dealing with control 
of entry, exit, and service of a public utility, 
have filled many large volumes. The purpose 
here is to discuss the “reasonable return on 
investment” with emphasis on the utilities 
regulated by the Montana Public Service 
Commission (communications, power, etc.).
In the state of Montana the Public Service 
Commission regulates public utilities of
Acknowledgement is made to the Montana Public 
Service Commission whose assistance was exten 
sively drawn upon in the preparation of this article. 
Information regarding rate regulation in Montana 
is solely the result of prompt and comprehensive 
correspondence from this body in response to my 
questions. G.R.D. 3
various kinds and sizes operating within the 
state’s boundaries. Few set policies of regu 
lation can be implemented which would apply 
to all: a situation arising with the Mountain 
States Telephone and Telegraph Company is 
likely to require very different handling than 
one arising with a small water utility such 
as that in the town of Troy. The framework 
within which the Commission must work is 
set forth in Sections 70-101 to 70-135 of the 
Revised Codes of Montana, 1947, and in num 
erous court decisions.
Rate Formulation
Although generally no formal system is re 
quired of state commissions or utilities in the 
setting of rates, some broad lines of reasoning 
are followed. The approach used in determin 
ing allowable revenues, on which the rate 
structure is based, may be expressed by the 
formula R =  OE +  (V-D) r. R signifies rev 
enues, OE operating expenses, V the valuation 
of the property when new, D depreciation of 
the value of that property, and r the rate of 
return to be allowed on the depreciated valu 
ation.
The procedure of rate formulation in Mon 
tana utility regulation is much as outlined 
above. No specific formula is used, but a 
general principle is employed: operating ex 
penses are deducted from the utility’s gross 
revenue to determine net profit. This profit 
is then applied to property valuation less de 
preciation in order to determine whether the 
percentage rate of return is too high or low.1
’The Montana Commission defines valuation less 
depreciation as the rate base and treats operating 
expenses separately.
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The Revised Codes of Montana, Section 70- 
105, state that “every public utility is required 
to furnish reasonable adequate service and 
facilities. The charge made by any public 
utility . . . shall be reasonable and just, and 
every unjust and unreasonable charge is pro 
hibited and declared unlawful.”
In Tobacco River Power Co. v. Public Ser 
vice Commission, January, 1940, the Montana 
Supreme Court stated that the return to a 
public utility must be fair, just and reason 
able.2 Both rates charged to consumers and 
returns allowed the public utility, then, are 
to be reasonable, and it is up to the Commis 
sion to define, in each case, what is “reason 
able” under a specific set of circumstances.
The Montana Supreme Court has stated 
that if there is substantial evidence to sup 
port a rate order of the Public Service Com 
mission, courts will not interfere with its con 
clusions.3 The Commission “cannot fix rates 
so low as to result in taking property without 
just compensation” from the utility.4 Aside 
from this restriction, the most important 
determinants in rate formulation are simply 
the Commission’s own conclusions based on 
submitted evidence. In dealing with rate 
cases, the Commission places the burden of 
proof upon the complainant. Therefore, if a 
person, firm, or corporation affected by the 
practices of a public utility wishes to have 
certain practices altered or ceased it is the 
plaintiff’s part to prove that his charges or 
claims are reasonable.5 In a case between 
the Public Service Commission and the Mon 
tana Power Company, the Supreme Court 
stated, “if there be any fault with the figures 
submitted by the company, there must be 
produced some evidence to that effect. The 
Commission cannot be placed in error for 
ruling according to the only evidence before 
it.”6 The same applies to any utility. If it
“Tobacco River Power Co. v. Public Service Com 
mission, 109 Mont. 521, 98 Pac. 2d 886, par. 2. 
“State of Mont, ex rel Arnold Olsen v. Public Ser 
vice Commission, 308 Pac. 2d 633, par. 2.
‘Tobacco River Power Co. v. Public Service Com 
mission, op. cit.
'Revised Codes of Montana, 1947, 70-119.
"State ex rel Olsen v. Public Service Commission, 
op. cit.
feels it is being discriminated against it must 
be able to give sufficient evidence to prove 
its case.7 In other words, a rate once formu 
lated will not be altered simply because some 
party feels that it is unreasonable. It must 
be proven unreasonable to the satisfaction 
of the Commission.
Operating Expenses
Once a criterion is established, there is gen 
erally no great problem involved in deciding 
what is to be included in operating expenses. 
The category is not confined to, but generally 
includes, the variable costs of the firm. Such 
expenses as salaries, cost of materials, ad 
ministration, distribution or transmission, 
promotion, maintenance, etc., are included. 
Despite the fact that operating expenses are 
easy to classify, many problems can arise. As 
is apparent in the formula, revenues are to 
cover operating expenses; the higher the lat 
ter, the higher will be the revenues. Salaries, 
for example, may conceal profits. The man 
agement could vote itself salaries entirely un 
warranted by its duties. Pension reserves, 
generally a legitimate operating expense, 
must be set up in such a way that they are 
used, and do not just constitute retained 
earnings. When such expenses as donations 
and losses attributable to inefficiency of man 
agement appear, a commission is generally 
considered justified in disallowing them.
The commission is faced with the problem 
of deciding whether or not the expenses sub 
mitted by a utility are reasonable. Are they 
legitimate or do they arise through gross 
inefficiency? The problem is generally at 
tacked through use of ratios comparing ex 
penses to revenues. The operating ratio, for 
example, compares operating expenses with 
operating revenues and is expressed as 
OE/OR. In this case, the smaller the result, 
the better the situation. Other ratios might 
be used to show the operating expenses per 
unit of consumption, as per kilowatt hour 
with electric utilities, or per customer; i.e., 
the percent increase in the bill of each con 
sumer per year attributable to operating ex 
penses. What is termed a “load factor” must
Ttevised Codes of Montana, 1947, 70-121.
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also be considered. This ratio is expressed as 
the average use, or demand, divided by the 
maximum use, or demand. The utility must 
maintain facilities capable of handling the 
maximum of a service required when the 
average service required is often much 
lower. Utilities, of course, strive to bring the 
maximum as close to the average as is pos 
sible, but in many cases there is little they 
can do about it. As an example, a great deal 
of electric power is generally used between 
five and seven in the evening whereas very 
little is used between three and six in the 
morning.
By use of these and other ratios, the ex 
perienced commission can, to some extent, 
determine the reasonableness of submitted 
operating expenses.
The Montana Commission employs this 
generally accepted definition of operating ex 
penses. Cognizance is given to promotional 
expenses, which the Commission usually con 
siders legitimate operating expenses so long 
as the amount claimed is not out of reason. 
Items such as some advertising expenses are 
recognized, and are categorized, although not 
strictly. (Items such as the cost of obtaining 
federal licenses are included in valuation and 
are considered “plant” items rather than ex 
penses.)
The Montana Commission uses the various 
ratios mentioned above in wrestling with the 
difficult task of locating possible manage 
ment inefficiencies leading to inflated oper 
ating expenses. Operating expenses are com 
pared to the gross revenues of a utility for a 
number of years back to determine if a per 
centage increase has occurred. If so, the 
utility may be asked for a reason. The figures 
may also be compared with those of other like 
utilities of similar size. Another device used 
is that of comparing supervisory expense and 
operating wage costs. This practice points up 
any unreasonable relationship that might 
exist between executive salaries and wage 
costs and guards against the concealing of 
profits in salaries.
Property Valuation
Valuation of utility property is probably 
the most important item in the rate-making 
process. It is also the one most fraught with 
problems. Determining what physical prop 
erty a utility possesses is not difficult, but 
assigning a value to it has led to a large 
number of court cases and, doubtless, a large 
quantity of grey hair.
Generally, all physical property owned by 
the utility is included in the valuation pro 
cess. Some items that utilities have on oc 
casion attempted to include are good-will, 
the franchise value (unless it was paid for in 
the first place), some development costs (such 
as patent values), etc. The Commission must 
exercise extreme care to assure that items are 
not submitted both as operating expenses and 
as property valuation. The Montana Commis 
sion has no set rule on the inclusion on in 
tangibles such as good will, etc., and whether 
or not they are allowable as legitimate ex 
penses depends largely upon circumstances 
surrounding the particular item.
In 1898 the United States Supreme Court, 
deciding on a rate case brought by the Union 
Pacific Railway against the State of Nebraska, 
the principals being Smythe v. Ames, handed 
down a decision embracing the now famous 
“fair return on fair value” rule. Rates, be 
lieved the Court, must provide sufficient 
revenue to cover operating expenses and a 
reasonable return on the fair value of the 
property owned by the utility. Omitting de 
preciation, the court further set forth six 
factors for consideration in ascertaining the 
fair return on property. These are (1) the 
original cost of construction, (2) the amount 
expended in permanent improvements, (3) 
quantity and market value of stocks and 
bonds, (4) the present as compared with the 
original cost of construction, (5) probable 
earning capacity of the property under pre 
scribed rates of return, and (6) the sum re 
quired to meet operating expenses. It is ap 
parent that some factors involve circular rea-








Lumber & Durable Goods Nondurable
Total Timber Prod. Mfg. Mfg. Mining
1958
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
January ....... ......  107.3 113.4 101.8 110.3 105.6 106.1 106.8 105.6 89.1 89.4
February ______  105.2 112.4 101.8 114.4 103.7 103.3 102.7 111.5 84.2 83.0
March ...... _ _____  105.4 112.0 96.4 112.7 103.7 104.4 102.7 110.1 81.2 80.2
April ___ ........ . 108.5 111.8 100.0 119.3 103.7 104.5 101.4 106.6 85.1 85.1
May .......... _______ 112.3 112.1 114.5 120.5 101.8 104.8 104.1 108.0 88.1 89.4 )
June ____ ......... . 116.2 112.0 130.9 119.0 105.6 105.7 105.5 108.3 88.1 88.6 1
July  _ _______ 116.5 111.3 132.7 119.9 109.2 106.2 108.2 107.9 82.2 83.9 3
August .... ______ 117.9 111.8 138.2 121.6 107.4 103.3 109.6 108.7 83.2 83.1 1
September ______  116.5 111.8 138.2 122.2 101.8 101.4 113.7 112.0 84.2 84.3 3
O ctober.... _____ .... 114.4 111.5 130.9 121.9 100.0 102.2 120.5 106.4 85.1 87.2 1
November ___ __  113.0 112.3 127.3 124.7 96.3 96.6 113.7 106.5 92.1 91.4 1
December _...._____ 111.4 112.1 120.0 123.1 94.4 94.2 109.6 107.3 91.1 88.1 1
1959
January ..._______  107.5 113.6 109.1 118.2 92.6 - 93.1 102.7 101.6 90.1 90.4 1
February _______ 106.6 113.9 109.1 122.6 94.4 94.0 98.6 107.0 92.1 90.8
March . . 107.2* 113.9* 107.3* 125.5* 96.3* 97.0* 98.6 * 105.7* 92.1* 91.0*
Electric Power Copper Zinc Crude Oil Bank
C onsumption4 Production5 Production" Production6 Debits"
1958
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. i;
Jan. ____ 203.5 196.6 154.7 151.7 64.2 64.8 302.5 299.5 178.3 1
F e b . ____ -----— — ____ 204.6 197.1 133.1 125.0 71.2 68.3 299.3 292.0 154.8 1
March ..... 197.3 198.5 142.3 136.8 65.8 63.9 300.5 291.7 160.0 1
A p r i l___ ___ - ________ 202.0 202.4 146.9 138.6 87.3 81.6 301.3 299.8 157.4 1
M a y ____ — - - — _____ 204.3 207.2 157.3 156.5 80.4 75.1 304.1 301.1 153.1 1
J u n e ____ . - ... 202.2 208.7 157.8 162.7 63.9 63.3 316.6 308.6 181.5 1
July ____ ______ i___ _____ 187.1 202.0 139.4 153.2 34.8 36.3 310.5 302.6 172.7 1
August _ 190.8 199.8 146.1 158.8 29.3 33.7 304.9 314.0 169.2 1
September 191.6 196.1 157.0 168.8 28.7 30.5 313.0 328.4 199.7 1
October .... 185.2 184.5 183.0 181.2 45.4 45.4 315.0 340.2 216.0 1
November .. - — -- - . ----- — 183.4 172.8 194.6 184.4 77.1 76.6 313.4 318.8 201.5 l:
December 191.8 181.6 188.4 185.6 76.9 75.8 315.8 305.1 207.5 r
1959
January .... 189.2 182.8 319.8 316.6 188.3 1!
February... 204.8 197.3 325.8 317.8 169.1 li
March .... 193.0 194.2 181.4 li
Adj.—Adjusted for seasonal variation.
1Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- « 
month. Indexes for 1958 revised.
U nem ploym ent Compensation Commission of Montana. Number of work applicants at end of month.
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloading; 
4Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Po  ̂
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
5Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana con 
8Federal Home Loan Bank Board. Non farm mortgage recordings of $20,000 or less.
^Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department an« 
10Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Sen 







4dj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
20.3 89.1 93.7 102.5 108.2 133.1 136.8
14.1 87.7 92.5 1 0 0 .8 107.8 133.1 136.8
17.0 86.4 90.8 101.7 107.6 133.1 136.0
14.1 86.4 88.7 105.0 107.9 135.4 136.5
13.7 8 8 .2 87.7 106.7 107.2 138.5 136.4
1 1 .2 89.1 8 6 .8 108.9 105.2 142.0 136.3
18.9 90.0 85.7 108.6 104.3 139.7 137.1
23.4 8 8 .6 83.6 1 1 0 .0 104.9 138.5 137.4
2 2 .1 87.3 83.9 108.3 104.0 140.1 138.3
19.2 8 6 .8 84.6 105.6 103.8 142.8 139.4
2 2 .8 87.3 87.7 105.6 105.5 141.2 143.8
28.2 85.9 88.4 108.0 105.9 141.2 143.6
45.3 85.0 89.4 99.7 105.3 139.3 143.2
38.9 85.0 89.7 99.4 106.3 138.5 142.3
38.9* 84.5* 8 8 .8 * 100.3* 106.1* 138.9* 141.9




ance Comm. Dept. Store
Total Assocs. Cos. Banks Others sales”
1,000) ($1,000) ($1,000) ($1,000) ($1,000) u n a a j. x \ a j .
1,797 1,399 179 1,753 1,466 76.0 1 2 0 .6
1,497 1,595 2 1 0 1,628 1,064 76.8 1 2 0 .0
1,423 1,556 2 2 2 1,565 1,080 95.6 125.0
5,023 1,708 109 1,836 1,370 114.0 119.0
5,945 2,340 259 1,913 1,433 119.6 124.6
5,983 2,451 165 2,149 1,218 109.9 119.4
6,253 2,192 353 2,312 1,396 1 1 2 .0 120.4
5,737 2,373 249 1,752 1,363 141.8 131.8
6 ,1 0 0 2,131 244 2,473 1,252 133.5 122.5
5,939 2,283 439 2,081 1,136 139.8 123.7
6,229 2,107 348 2,375 1,399 150.9 126.1
6,785 2,216 547 2,754 1,268 2 1 1 . 8 124.3
5,741 1,777 71 2,457 1,436 81.4 129.2
83.8 130.9
*—Preliminary * *—Revised














104.9 117.9 _______ January
23,750 12,728 87.9 100.4 ______ February
23,394 13,657 89.8 104.4 ................  March
19,579 16,221 95.7 108.4 ---------------  April
15,233 18,900 99.7 104.9 _______  May
16,832 23,640 110.4 11 4 .4 __________ June
11,784 21,348 109.2 11 1 .6 ___________ July
8,772 22,903 132.0 123.4 ..............-  August
8,065 20,418 146.3 130.6 _____ September
8,586 17,740 166.0 137.8 ___ __ __ October
13,013 15,584 151.9 12 9 .8 ... ......  November
17,127 13,518 139.6 134.9 .. .........December1959
20,350 11,523 121.6 136.6 •....... .... January
21,802 11,684 117.7 134.5 ______ February




Livestock Crops (May 1950=100)
Unadj. Unadj. 1958
95.0 81.0 11 4 .0___ :_______________  Jan-
97.0 82.0 113.0 ___________  Feb
103.0 85.0 1 1 3  7  _______ March
103.0 85.0 115.2 - - ------------- April
105.0 82.0 114.6 i .......................... ------ May
105.0 81.0 115.1 __________________  June
104.0 75.0 117.5 ... ______________  July
104.0 72.0 116.7 ........ ......... ...... ----- August
110.0 73.0 117 0 ____  September
110.0 74.0 117.0 ...................... ......  October
108.0 74.0 116.6 ..........................  November
108.0 75.0 113 8** _____ December1959
107.0 73.0 113 7 ...... ..... January
106.0 74.0 108.6 ....... .... ........ -....  February
106.0 74.0 106.2 _______________  March
during the day period ending nearest the 15th of the
ight loaded at Montana points. Daily average. industrial
I Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial a d l
es. Daily average.
al stores in Montana. Daily average.
\ d  justed  for seasonal variation: This m eans th a t ^ t r a - a ^ u a l  repeti 
tive fluctuations in the business indicators occasioned by the effects of 
climate, custom and convention have been allowed for statistically. 
For a  more complete discussion see the Septem ber 1957 issue of M ontana 
Business Review.
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(Continued from Page Five)
soning. If fair return is the unknown, we 
cannot use earning capacity and value of 
stocks and bonds to find it. The Court pointed 
out that the list was not intended to be ex 
haustive and other factors might be included. 
They were right at least in that respect. The 
omission of depreciation in the process was 
remedied by a Court decision in 1909, but the 
rest of the “fair value” decision led to con 
siderable consternation of commissions until 
the Hope Natural Gas Case in 1944. In this 
case, “the doctrine of the end result” was es 
tablished. The Court said in effect that any 
or no formula may be used by commissions 
so long as the result is reasonable. Not the 
process, but the result is of consequence.
Under the Smythe v. Ames decision, the 
greatest problem encountered centered about 
the use of original cost vs. reproduction (re 
placement) cost of physical property. The 
problem still exists for that matter. Com 
missions are now free, however, disregarding 
state laws and court decisions, to use their 
own discretion so long as the result is rea 
sonable. It is difficult to say whether the 
original cost or the reproduction cost method 
is better. The majority of experts in public 
utility economics tend to lean toward the 
original cost approach. The use of original 
cost has the advantage of giving the utility 
a stable return in dollars in a cyclical eco 
nomic situation, thus attracting investors 
rather than speculators. In this way less risk 
is involved, and the interest the company is 
required to pay to investors is reduced. Also 
the rate customers have to pay is held stable, 
and they are able to predict more accurately 
their costs for the service. The costs of the 
company are readily determined from its 
books, and the books are easily kept up-to- 
date. In that valuation does not constantly 
change with changes in price levels, there is 
no need for frequent and extensive inven 
tories.
On the other hand, the use of reproduction 
cost has the advantage of giving a stable 
return to the company in purchasing power. 
This does, however, require either extensive
and expensive inventories or the use of price 
indexes to keep up with changing valuation. 
Another advantage is that the reproduction 
cost method does away with the difficulty of 
establishing a common base for utilities es 
tablished at different times. It also keeps 
public utility rates in step with changes in 
other prices.
In general, utilities will desire the use of 
reproduction cost in periods of rising prices 
and the original cost approach in periods of 
falling prices. This is true because utilities 
want to keep valuation as high as possible, 
this being the basic determinant on which 
their revenues, after paying operating ex 
penses, depend. A profit may be realized or 
a loss incurred depending upon the treatment 
of valuation. Needless to say, the utility 
wants the highest profit possible.
If a reproduction cost method is employed 
as a valuation procedure, an appraisal process 
of accounting will probably be necessary. This 
involves extensive inventories, leading to con 
siderable expense not only to the utility, but 
to the commission which must check at least 
some of the appraisals.8 If an original cost 
method is used, valuation is accomplished by 
existing accounting records. In the latter 
case, commissions must use care in checking 
the accounts for write-ups, the process, once 
completed, is far less expensive than the ap 
praisal process, and easier to check. Care 
must be taken also to exclude such intangibles 
as good-will.
Valuation can involve an intricate problem 
for utilities, and may lead to two different 
sets of books. One is set up for tax purposes, 
keeping valuation as low as possible. The 
other is set up for the commission, keeping 
valuation as high as possible.
The Revised Codes of Montana set forth no 
specific method to assist the Commission in 
affixing a value to the property of public 
utilities. In the Revised Codes, 1947, Section 
70-106 reads as follows:
sThe rate base will normally be increased by the 
amount of expense the utility incurs in taking in 
ventories, penalizing the consumer.
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70-106. (3884) Power of commission to ascer 
tain property values. The commission may, in 
its discretion, investigate and ascertain the 
value of the property of every public utility 
actually used and useful for the convenience of 
the public. In making such investigation the 
commission may avail itself of all information 
contained in the assessment rolls of various 
counties, and the public records of the various 
branches of the state government, or any other 
information obtainable, and the commission 
may at any time of its own initiative make a re 
valuation of such property.
Though the Codes give no indication as to 
whether original or reproduction c o s t  
methods should be employed, court decisions 
do. As in other states, the Montana courts 
have been quite voluble regarding the valu 
ation problem.
In 1940 the Montana Supreme Court stated 
that the prudent investment theory9 is not an 
exclusive method for determining the fair 
value of an electric utility company’s prop 
erty for rate purposes.10 In the same decision 
the Court went on to say that neither the Pub 
lic Service Commission nor the utility com 
pany is limited to or bound by any particular 
method in determining the value of a com 
pany’s property for the purpose of making 
rates.11 Based on the Revised Codes quoted 
above, the Court stated further that a lower 
court had been proper in admitting evidence 
of the cost of reproducing the utility com 
pany’s property new, less depreciation, on 
the question of the value of that property.12
In later decisions, the substance of these 
decisions was reiterated. The Public Service 
Commission of Montana, then, under Mon 
tana statutes, certainly has “a wide latitude in
‘“Prudent investment” in this context refers to the 
original cost approach in determining valuation. 
The term was first employed in reference to public 
utility regulation by Justice Brandeis in his dis 
senting opinion in the case, Southwestern Bell Tel. 
Co. v. Public Service Commission, 262 U.S. 276 
(1923). Although no strict definition of the phrase 
can be formulated, generally it implies carefully 
considered investment by responsible management. 




choosing a method of arriving at the value of 
a plant used and useful in serving the pub 
lic.”13 It is not bound to the “fair return on 
fair value” concept alone, nor is it bound only 
to the “doctrine of the end result.” Both 
must be considered. The Commission may use 
not only original and reproduction costs, but, 
as has been suggested by the Supreme Court 
and the Codes, assessed valuation figures, as 
well.14
The fact that both reproduction and original 
costs must be considered can be both a bless 
ing and a curse. Utility companies can be 
expected to emphasize the reproduction cost 
approach during periods of rising prices. By 
this method, property valuation can be held 
at its highest possible level. During periods 
of falling prices, on the other hand, the same 
utility companies are free to place emphasis 
on the original cost approach, again achieving 
the aim of keeping valuation as high as pos 
sible.13 On the other side of the coin, the 
Commission has the same option as does the 
utility, and can proceed with more authority. 
During periods of rising prices, though re 
production cost must be considered, the Com 
mission is in a position to place a little more 
emphasis on original cost. It is, of course, free 
to do just the rev ise  in periods of falling 
prices.
In that both original and reproduction costs 
must be considered, it would appear that the 
“fair return on fair value” rule of the Smythe 
v. Ames case is more nearly approached than 
is the “doctrine of the end result” of the Hope 
Natural Gas case. However, assuming the 
Court to be aware of the former, it follows 
that the Commission is not tied to the method 
arising from that decision any more than it 
is tied to the method set up in the latter. 
Therefore, it seems reasonable to assume that
“State ex rel Olsen v. Public Service Commission, 
op. cit.
“Ibid.
'■'This of course is assuming the deducted depreci 
ation has not already reduced the value of the 
particular property item in question below the 
cost of replacing it new.
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the Commission could employ the two valu 
ation procedures with the “end result” doc 
trine as its sole objective.
The Commission may evaluate the property 
of a utility company at any time. Further 
more, it is “authorized to employ an engineer 
. . . examiners, experts, clerks, accountants, 
or other assistants as it may deem necessary, 
to assist it in this valuation.”16 The bulk of 
the work of valuation, however, can be done 
through the books of the companies and the 
reports utilities must periodically submit to 
the Commission.17 Inventories then, are 
checked by the Commission’s Staff Auditor. 
Exhaustive inventories by either utility com 
panies or the Commission are an exception 
rather than a rule under the Montana valu 
ation system.
The State Commission is independent of 
Federal Power Commission rulings, and state 
laws must be observed regardless of the 
federal body’s decisions. The Montana Su 
preme Court has pointed out that “the Hope 
Case is not binding upon the Public Service 
Commission of Montana. Its action must 
square with the Montana statutes and the 
decisions of this Court.”18
Depreciation
Depreciation in the rate-making formula is 
deducted from valuation and added to oper 
ating expenses. In that it is so closely re 
lated to valuation, its importance is obvious. 
Depreciation is designed to create a reserve 
in order to repay owners the amount of their 
original investment by charging the custom 
ers for whom the capital was expended. We 
can define depreciation by saying that it is 
a decrease of usefulness of property due to 
deterioration, obsolescence, action of public 
authority, inadequacy, and/or contingency.
There are three distinct accounting methods 
dealing with depreciation. The first of these 
is termed the “straight-line” approach. Here
’“Revised Codes of Montana, 1947, 70-118.
' Ibid., 70-107. “Every public utility shall keep and 
render to the Commission . . . uniform accounts 
of all business transacted.”
'“State ex rel Olsen v. Public Service Commission, 
op. cit., par. 3.
the cost of the property less its salvage value 
is recovered by equal periodic charges over 
the estimated life of the property. This is 
the most widely used method.
A second approach is called the “sinking- 
fund” method. With this method equal perio 
dic charges are made over the estimated life 
of the property, but cognizance is taken of 
interest the accumulating fund will earn, 
and as a result the charges are reduced. In 
that the reserve is generally invested in the 
utility itself, in the form of new equipment, 
the consumer pays the interest anyway.
A third method is “retirement accounting”. 
This method assumes that large reserves have 
no use, and retains only small amounts, 
usually slightly larger than are sufficient to 
cover the amount of property retired during 
the year. During poor years small retirement 
charges are made, and in good years, charges 
are larger.
The utility, for the purpose of its returns, is 
desirous of keeping depreciation low in that 
it is deducted from property valuation. For 
tax purposes, however, it wants depreciation 
high. Also, it would like to claim a large 
amount of depreciation expense to add to 
operating expenses. In short, utilities want 
to claim as much as possible for depreciation 
expense while showing as little as possible 
of accrued depreciation.
The Montana Public Service Commission 
requires what is termed “book” depreciation, 
or the amount of depreciation the company 
has set aside on its own books. This depreci 
ation is on a straight-line method.
The Supreme Court of Montana, in various 
decisions, has established certain principles 
regarding depreciation which must be taken 
into consideration by the Commission and 
utility companies. In the Tobacco River 
Power Co. case, the Court stated that in con 
sidering depreciation the amount should be 
determined by the actual reproduction value 
and not its service value. That is, according 
to the relative usefulness of a particular prop 
erty item as compared with the usefulness of 
a new property item.19 In the same case the 
Court stated that a ‘“straight line” or per-
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centage standard is proper in dealing with 
depreciation for the purpose of making rates 
rather than a “curved line” approach.20 Also, 
deductions for depreciation should be made 
for obsolescence as well as physical deterior 
ations.21
Some commissions may demand that utili 
ties take full advantage of accelerated de 
preciation allowable by the Internal Revenue 
Code in order to effect all possible tax savings. 
Other commissions are of the opinion that a 
utility company should certainly make all 
possible tax savings, but should “normalize” 
tax procedures in order that tax savings oc 
curring during the early years of a property 
item will be spread out evenly over ensuing 
years. This method would benefit rate payers 
in the later years when there would be less 
depreciation on the particular facilities and, 
therefore, a higher tax. The Montana Com 
mission has not as yet made any ruling on 
this question.
Rate of Return
The rate of return is, in theory, a payment 
for three factors. These are (1) pure inter 
est, a payment to an investor who gave con 
trol of his capital without risk, cost or in 
convenience, (2) risk, and (3) cost arising 
from the transfer of capital. Three more 
factors which could also be included are a 
reward to management, taxes, and a con 
tribution to surplus.
In practice utility industries are considered 
more or less stable in volume of business by 
commissions, and are believed to be the type 
which should earn a relatively steady rate 
of return. Instead of altering the rate of re 
turn to compare with that earned in similar 
unregulated industries, the theory of sta 
bility is generally, but not consistently, ad 
hered to.
’“Tobacco River Power Co. v. Public Service Com 
mission, op. cit., par. 15.
““Ibid., par. 17.
“'Ibid., par. 13.
There are several methods of measuring 
the fairness of a rate of return. The principle 
ones are (1) the historic cost of capital, (2) 
the return earned by comparable unregulated 
industries, and (3) the return required to 
attract capital to the utility at the time in 
question.
The historical approach allows rates suf 
ficient to cover the actual capital cost of the 
past disregarding current interest rates. The 
approach of granting a return comparable to 
that received by unregulated industries has 
an inherent disadvantage: it is difficult to 
find a comparable unregulated industry and, 
if these are available, some will be getting a 
high return while others are running a de 
ficit. The “return necessary to attract capi 
tal” approach is based on existing conditions. 
Basically this method is designed to hold the 
value of securities and the return to them at 
a level consistent with the current economic 
situation. If capital is required, it can thus 
be readily obtained in that there will be a 
market for stocks and bonds.
The historical approach which involves pru 
dent investment and efficient management is 
generally considered the best. In the past, 
commissions in many states have proven both 
somewhat arbitrary and generous in deter 
mining a rate of return.22
The Montana Commission approaches the 
rate of return problem by use of the historical 
cost of both equity and debt capital, the re 
turns realized by comparable public utilities, 
and the current prevailing condition of the 
money market, or, the return necessary to 
attract capital under prevailing conditions. 
In dealing with the rate of return, as with 
other factors of rate formulation, it should 
be noted that the Montana Commission has 
broad opportunity for comparisons. Not only 
is comparison possible with the past experi 
ences of the utility in question, but with like 
items of similar utility companies within the 
state.
“Clemens, Eli W., Economics and Public Utilities, 
Appleton-Century-Crofts, Inc., N.Y., 1950, p. 181.
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Conclusion
It should be borne in mind that blame for 
possible short-comings in public utility regu 
lation cannot be attributed solely to commis 
sions. The actions of state commissions are 
not merely a matter of good or poor judgment 
on the part of the members. State legisla 
tures and courts set a framework in law 
within which commissions must work.
As previously mentioned, the return al 
lowed a public utility in Montana cannot be 
set so low as to be confiscatory, and must be 
fair, just and reasonable. The Commission 
must allow a utility a return sufficient for it
to maintain its financial standing and attract 
capital. The cost of capital, then, is involved 
in arriving at a rate of return, and the busi 
ness status of a public utility must be pro 
tected.
Though the approach to the valuation prob 
lem in Montana would probably meet with 
criticism from some public utility economists, 
it does not appear that the prevailing situation 
in the state would suggest an extensive over 
hauling. The Commission has proven itself 
quite effective in striving toward fairness to 
consumer and utility alike under prevailing 
laws.
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STATE AND LOCAL TAXES IN MONTANA
MAXINE C. JOHNSON 
Research Associate, Bureau of Business and Economic Research 
Montana State University, Missoula
Seldom have more editorials been written, 
speeches made, or statistics quoted on the 
subject of state and local taxes in Montana 
than has been the case this spring. The dif 
ficulties encountered by the 35th Legislative 
Assembly in its attempts to insure adequate 
revenue for operation of the state government 
brought the subject to the forefront. The 
legislature has been praised and criticized 
for its action. There have been calls for a 
complete revision of the tax structure, for a 
special session of the legislature, and for 
greater efficiency in state and local govern 
ments. In the process, various conflicting 
statements have been made as to how Mon 
tana taxes compare with those in other states.
Montana, like many other states, does face 
a difficult financial problem. There is little 
doubt that a revamping of its tax structure 
is long overdue (the last extensive revision 
was in 1921) and that a thorough study of the 
state government with a view to reorganiza 
tion and consolidation might result in tax 
savings. Such subjects require long and care 
ful study and are beyond the scope of this 
brief article.1 A comparison of recent Mon-
'Several reports and recommendations on reorgani 
zation of the state government have been made, 
notably in 1943 (Report of the Governor’s Com 
mittee on Reorganization and Economy) and in 1953 
(Report of the Commission on Reorganization of 
State Government of the State of Montana). Neither 
of these reports resulted in any fundamental re 
organization.
The Taxation-Education Commission established 
by the legislature in 1957 was directed to look into 
ways of providing adequate revenues for future 
needs of schools and governments. The Commis 
sion made a number of recommendations to the 
1959 legislature, but reported that its resources had 
been insufficient for a complete study. In its re 
port to the governor, it recommended that “a com 
plete and thorough study of all units of the State 
government for the purpose of effecting all possible 
reorganization and consolidation should be initiated 
and carried out at the earliest possible time”. .
The 1959 legislature requested the Montana Leg 
islative Council (also established in 1957) to “study
tana revenues and expenditures—both total 
and per capita—with those of neighboring 
states with somewhat similar economic situ 
ations, however, should prove interesting and 
useful as a background to the finance prob 
lem. How do the state and local governments 
in Montana obtain their revenue? How does 
the tax burden actually compare with the 
other forty-eight states, and with other states 
in this area? If Montana taxes are unusually 
high., why should this be so?
Comparisons of the tax burden in different 
states are often misleading. Data released 
by the various state governments frequently 
are not comparable. Comparisons of a par 
ticular tax (such as the property tax) usually 
are not valid because the proportion of reve 
nue obtained from the various taxes varies 
greatly among the states. Similarly, the pro 
portion of taxes collected by the state as op 
posed to the local governmental units differs 
considerably. Only the total state and local 
tax load provides a meaningful comparison 
and such data frequently are difficult to ob 
tain. The U. S. Bureau of the Census recently 
has released an advance report, State and 
Local Government Finances in 1957,2 from the
the consolidation and organization of state boards, 
bureaus, denartments, and commissions, and to 
study the salaries paid to the various officers and 
administrative heads of bureaus, boards, or com 
missions” (House Resolution No. 14 and Senate 
Resolution No. 7). Senate Resolution No. 2 re 
quested the Council to “make a complete study of 
the existing tax structure of the State of Montana 
and of potential tax sources and to prepare recom 
mendations and proposed legislation, where neces 
sary, to improve, simplify, and modernize taxation 
in the State of Montana”. In addition to these 
projects, the Legislative Council will also undertake 
a study of budget preparation and the executive 
budget, of legislative procedure relative to appro 
priations, and of executive controls of state ex 
penditures. All of these reports will he presented 
to the legislature in 1961.
21957 Census of Governments Advance Releases, 
Number 8, February 1959.
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1957 Census of Governments, which presents 
reliable and comparable data by states. The 
tables in this article are taken from that pub 
lication. The data are for 1957 and some 
state tax structures may have been altered 
slightly since then. The rates no doubt have 
been increased in many instances. The re 
lationship among the states, however, prob 
ably has remained about the same.
Where the Money Comes From
Total revenue collected by Montana state 
and local governments in fiscal 1957 amounted 
to $222.4 million. Portions of this revenue, 
from municipal water supply systems, state 
liquor stores and insurance trust funds,3 are 
administered separately; the remainder, or 
general revenue, amounted to $185.1 million.
State and Local Sources. Over 82 percent 
of Montana’s general revenue in fiscal 1957 
came from state and local sources.4 The most 
important single source was the property tax, 
which in fiscal 1957 yielded about $73.5 mil 
lion or 39.7 percent of total general revenue. 
Of six neighboring states (Idaho, Washing 
ton, Oregon, Wyoming, and the Dakotas) only 
South Dakota relied more heavily upon the 
property tax (Table 1). Washington, which
3Employee retirement, unemployment compensation, 
etc.
‘Local revenue includes revenues of county and 
municipal governments, school districts, and special 
districts.
depends chiefly upon a general sales tax, re 
ported a much smaller proportion of state and 
local revenue from the property tax. Other 
taxes in Montana—the individual and cor 
porate income taxes, excise taxes (gasoline, 
liquor and cigarettes), severance and other 
business taxes, license taxes, and inheritance 
taxes— accounted for $52.4 million or 28.3 
percent of total general revenue from state 
and local sources.
Nontax revenue from sources such as in 
terest earnings, special assessments and sales 
of state lands and other property amounted 
to $26.3 million or 14.2 percent of total general 
revenue in Montana in fiscal 1957, and ranged 
from 13.8 to 23.3 percent in neighboring states.
The Federal Government. Federal funds 
play an important role in the financial struc 
tures of state and local governments, par 
ticularly in the western states. In fiscal 1957, 
Montana received 17.7 percent of its total 
general revenue from the federal government 
in the form of grants-in-aid, shared revenues, 
payments in lieu of taxes and reimbursement 
for services rendered by the state govern 
ment. Wyoming obtained 24.8 percent of its 
total general revenue from the federal gov 
ernment, the highest proportion of any state 
in the union. Only 10.1 percent of the com 
bined general revenue of 48 states and the Dis 
trict of Columbia came from the federal gov 
ernment in fiscal 1957.
TABLE 1
GENERAL REVENUE OF STATE AND LOCAL GOVERNMENTS, BY SOURCE, 









From state and local
sources 152,297 82.2 84.1
Property taxes 73,559 39.7 34.2
Other taxes 52,437 28.3 34.1
Nontax—charges and
miscellaneous revenue 26,302 14.2 15.8
From the federal govern-






S. Dak. N. Dak. U.S.
100.0 100.0 100.0 100.0 100.0 100.0
88.8 86.1 75.2 83.6 87.6 90.0
21.0 30.7 28.9 40.2 33.9 33.7
50.0 41.6 27.2 27.9 30.4 41.8
17.8 13.8 19.1 15.5 23.3 14.5
11.2 13.9 24.8 16.4 12.3 10.1
Source: U. S. Bureau of the Census, 1957 Census of Governments Advance Release, State 




PER CAPITA GENERAL REVENUE OF STATE AND LOCAL GOVERNMENTS, 
MONTANA, SIX NEIGHBORING STATES, AND THE UNITED STATES,
FISCAL 1957






All general revenue 
From state and local




187.78 155.00 188.15 200.68 191.79 164.83 166.65 169.14 160.98
miscellaneous revenue 
From the federal
39.20 35.83 47.23 38.35 65.18 37.40 60.42 32.39 31.34
government 
State rank according to
48.84 36.27 29.73 38.53 84.88 39.73 31.96 22.57 25.47
per capita amount
All general revenue 
From state and local




10 29 9 6 7 22 21
miscellaneous revenue 
From the federal
11 19 7 15 3 16 4
government 4 11 18 9 1 8 15
Source: U. S. Bureau of the Census, 1957 Census of Governments Advance Release, State and Local Govern 
ment Finances in 1957, February 1959.
Montana s Tax Load Compared
With Other States
Of greater interest to the individual tax 
payer are the per capita tax revenues and 
the data relating tax revenue to personal in 
come reported in Tables 2 and 3. These figures 
offer the best comparisons of individual tax 
burdens in the various states. They reveal 
nothing, of course, of the incidence of tax 
ation, the regressive or progressive nature 
of the state tax structures, or the inequalities 
in tax burden which may exist among areas 
and among residents within the various 
states. Other data given in the tables, for 
all general revenue, nontax revenue, and 
revenue from the federal government, while 
of interest, are not directly related to the 
tax burden of local residents.
The figures in Tables 2 and 3 indicate that 
Montanans are carrying a heavy tax burden 
in relation to all the forty-eight states, al 
though comparisons of Montana taxes with 
neighboring states are not unfavorable. Per 
capita revenue (total general revenue divided
by total population) from all state and local 
taxes in Montana in fiscal 1957 amounted to 
$187.78, compared to a national per capita 
figure of $169.14. The median, or middle 
amount for 48 states and the District of 
Columbia was $160.98.5 Montana’s rank 
among the states was tenth. In other words, 
in only nine states in 1957 did residents pay 
higher per capita taxes to state and local 
governments than in Montana. Included in 
those states were the two most populous— 
New York and California; two other eastern 
states—Massachusetts and Delaware; and five 
western states—Nevada, Arizona, Wyoming, 
Colorado, and Washington. The ten states 
with the lowest per capita taxes are all lo 
cated in the South.
A comparison of data for Montana and its 
neighboring states places Montana squarely 
in the middle. Washington, Oregon, and 
Wyoming had higher per capita taxes, while
"In half the states, residents paid less than $160.98 
and in the other half more than $160.98 per capita.





N onagricu ltu ral Employ men'
P rim ary  M etals 
& O ther










U nadj. A dj.
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January __ ______ 107.3 113.4 101.8 110.3 105.6 106.1 106.8 105.6 89.1 89.4
February .... ....... . 105.2 112.4 101.8 114.4 103.7 103.3 102.7 111.5 84.2 83.0
March ____ ...........  105.4 112.0 96.4 112.7 103.7 104.4 102.7 110.1 81.2 80.2
April ......... _____  108.5 111.8 100.0 119.3 103.7 104.5 101.4 106.6 85.1 85.1
May ______ ______ 112.3 112.1 114.5 120.5 101.8 104.8 104.1 108.0 88.1 89.4
June ....... . 116.2 112.0 130.9 119.0 105.6 105.7 105.5 108.3 88.1 88.6
July ............._____  116.5 111.3 132.7 119.9 109.2 106.2 108.2 107.9 82.2 83.9
August .... . ___  117.9 111.8 138.2 121.6 107.4 103.3 109.6 108.7 83.2 83.1
September .._ _____116.5 111.8 138.2 122.2 101.8 101.4 113.7 112.0 84.2 84.3
October ...... ...........  114.4 111.5 130.9 121.9 100.0 102.2 120.5 106.4 85.1 87.2
November ... ...... . 113.0 112.3 127.3 124.7 96.3 96.6 113.7 106.5 92.1 91.4
December ..... ..........  111.4 112.1 120.0 123.1 94.4 94.2 109.6 107.3 91.1 88.1
1959
January __ ______107.5 113.6 109.1 118.2 92.6 93.1 102.7 101.6 90.1 90.4
February ....______ 106.6 113.9 109.1 122.6 94.4 94.0 98.6 107.0 92.1 90.8
March ......... .... 107.2* 113.9* 107.3* 125.5* 96.3* 97.0* 98.6 * 105.7* 92.1* 91.0*








U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. Unadj,
1958
Jan. __ ______ __________ 203.5 196.6 154.7 151.7 64.2. 64.8 302.5 299.5 178.3
F e b . ____________________ 204.6 197.1 133.1 125.0 71.2 68.3 299.3 292.0 154.8
March ............. .... .......... ....... 197.3 198.5 142.3 136.8 65.8 63.9 300.5 291.7 160.0
A p r i l ___________________ 202.0 202.4 146.9 138.6 87.3 81.6 301.3 299.8 157.4
May ............................. 204.3 207.2 157.3 156.5 80.4 75.1 304.1 301.1 153.1
J u n e ____________________ 202.2 208.7 157.8 162.7 63.9 63.3 316.6 308.6 181.5
J u l y ____________________ 187.1 202.0 139.4 153.2 34.8 36.3 310.5 302.6 172.7
August .......... ............. - ........ 190.8 199.8 146.1 158.8 29.3 33.7 304.9 314.0 169.2
S ep tem ber_______________ 191.6 196.1 157.0 168.8 28.7 30.5 313.0 328.4 199.7
O c to b e r_________________ 185.2 184.5 183.0 181.2 45.4 45.4 315.0 340.2 216.0
November __ __ _____  __ 183.4 172.8 194.6 184.4 77.1 76.6 313.4 318.8 201.5
D ecem ber_______________ _ 191.8 181.6 188.4 185.6 76.9 75.8 315.8 305.1 207.5
1959
Ja n u a ry _________________ 189.2 182.8 319.8 316.6 188.3
February____ _________ ___ 204.8 197.3 325.8 317.8 169.1
March ______ ____ ___ ___ 193.0 194.2 181.4
Adj.—Adjusted for seasonal variatio:
1 Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- 
month. Indexes for 1958 revised. .
Unem ploym ent Compensation Commission of Montana. Number of work applicants at end of month. 
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadin 
4Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific P 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
5Computed from reports of U. S. Bureau of Mines. Daily average.
GComputed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana cc 
8Federal Home Loan Bank Board. Non farm mortgage recordings of $20,000 or less.
9Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department a 
10Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Se 





T ransporta tion  
& U tilities T rade
Job
A pplicants2
G overnm ent (N um ber) Carloadings3
\d j. U nadj. A dj. U nadj. A dj. U nadj. A d j. U n ad j. A d j. unaaj. Auj, 1958
20.3 89.1 93.7 102.5 108.2 133.1 136.8 21,533 12,193 104.9 117.9 ....... —  January
14.1 87.7 92.5 100.8 107.8 133.1 136.8 23,750 12,728 87.9 100.4 February
17.0 86.4 90.8 101.7 107.6 133.1 136.0 23,394 13,657 89.8 104.4 ...............  March
14.1 86.4 88.7 105.0 107.9 135.4 136.5 19,579 16,221 95.7 108.4 ............. ----- April
13.7 88.2 87.7 106.7 107.2 138.5 136.4 15,233 18,900 99.7 104.9 --------------  May
11.2 89.1 86.8 108.9 105.2 142.0 136.3 16,832 23,640 110.4 114.4 ..... .............  June
18.9 90.0 85.7 108.6 104.3 139.7 137.1 11,784 21,348 109.2 111.6 ........... ......... July
23.4 88.6 83.6 110.0 104.9 138.5 137.4 8,772 22,903 132.0 123.4 ----------- August
22.1 87.3 83.9 108.3 104.0 140.1 138.3 8,065 20,418 146.3 130.6 ------- September
19.2 86.8 84.6 105.6 103.8 142.8 139.4 8,586 17,740 166.0 137.8 --- --------October
22.8 87.3 87.7 105.6 105.5 141.2 143.8 13,013 15,584 151.9 129.8 — ....  November
28.2 85.9 88.4 108.0 105.9 141.2 143.6 17,127 13,518 139.6 134.9 -------- December1959
45.3 85.0 89.4 99.7 105.3 139.3 143.2 20,350 11,523 121.6 136.6 „......—  January
38.9 85.0 89.7 99.4 106.3 138.5 142.3 21,802 11,684 117.7 134.5 .....  February
38.9* 84.5* 88.8* 100.3* 106.1* 138.9* 141.9* 20,045 11,702 -------------March










Agricultural r uuu 
D ept. S tore P rices10 P rices11
Sales9 Livestock Crops (M ay 1950—100)
1,000) ($1,000) ($1,000) ($1,000) ($1,000) U nadj. A dj. u n ad j. unaaj. uuauj. 1958
1,797 1,399 179 1,753 1,466 76.0 120.6 95.0 81.0 114.0 -----:---------------------- Ja n -
[,497 1,595 210 1,628 1,064 76.8 120.0 97.0 82.0 113.0 ---------------------------- Feb
t,423 1,556 222 1,565 1,080 95.6 125.0 103.0 85.0 113.7 --- --------------- --  March
>,023 1,708 109 1,836 1,370 114.0 119.0 103.0 85.0 115.2 -------------------------- April
>,945 2,340 259 1,913 1,433 119.6 124.6 105.0 82.0 114.6 ......... ............. -..........  May
>,983 2,451 165 2,149 1,218 109.9 119.4 105.0 81.0 115.1 ............. .....................  June
3,253 2,192 353 2,312 1,396 112.0 120.4 104.0 75.0 117.5 --------------------------- - July
>,737 2,373 249 1,752 1,363 141.8 131.8 104.0 72.0 116.7 ----------- ----- ------- August
5,100 2,131 244 2,473 1,252 133.5 122.5 110.0 73.0 117.0 ....... September
>,939 2,283 439 2,081 1,136 139.8 123.7 110.0 74.0 117.0 October
3,229 2,107 348 2,375 1,399 150.9 126.1 108.0 74.0 116.6 -------- -----------  November
3,785 2,216 547 2,754 1,268 211.8 124.3 108.0 75.0 113.8** .... .. .......... ----- December1959
>,741 1,777 71 2,457 1,436 81.4 129.2 107.0 73.0 113.7 ________ ___ __ January
83.8 130.9 106.0 74.0 108.6 --------------------  February
106.0 74.0 106.2 _______________  March
*—Preliminary **—Revised
-time wage and salary workers who worked or received pay during the day period ending nearest the 15th of the
ight loaded at Montana points. Daily average. '
I Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
es. Daily average.
al stores in Montana. Daily average.
A djusted  for seasonal varia tion : This m eans th a t in tra -an n u a l rep e ti 
tive fluctuations in  the  business ind icators occasioned by th e  effects of 
clim ate, custom  and convention have been allow ed for sta tistically . 




(Continued from Page 5)
Idaho and the Dakotas were below Montana.
In Table 3, general revenue and its com 
ponents, including state and local taxes, are 
related to personal income. The ratio of state 
and local taxes to personal income provides 
the most significant measure of tax burden 
among the states, since it gives some indica 
tion of the ability to pay. Relatively high per 
capita taxes may not be burdensome, if in 
comes are also high.
In fiscal 1957, Montanans paid in local and 
states taxes $99.76 per $1,000 of personal in 
come; nationally the rate was $83.42 per 
$1,000. The median for the 48 states and the 
District of Columbia was $88.51. Montana’s 
rank was seventh, exceeded only by North 
Dakota, Mississippi, South Dakota, Vermont, 
Louisiana, and Oregon. It is worth noting 
that this list is quite different from the states 
•namerd above as having the highest per 
capita taxes; for the most part, those states 
are also high income states.
Among its neighboring states, Montana 
again ranked in the middle, with taxes in re 
lation to income lower than in Oregon and 
the Dakotas and higher than in Idaho, Wyo 
ming, and Washington. All of these states 
were above the national average and all ex 
cept Washington were above the median.
(Washington in this case was the median 
state.)
In addition to their geographic location, 
the seven northwest states, including Mon 
tana, have a number of other common char 
acteristics which tend to result in high cost 
administration and government services. All 
have relatively large areas and small popu 
lations; only Washington with 2.7 million and 
Oregon with 1.7 million have over one million 
residents. All have predominantly natural 
resource economies, based on the production 
of raw materials rather than finished goods, 
and all except Washington and Wyoming had 
per capita incomes somewhat below the na 
tional in 1957. Although each state also has 
distinctive qualities and individual problems, 
various combinations of these common char 
acteristics have contributed to the relatively 
heavy state and local tax burdens. Were it 
not for the fact that they receive per capita 
revenue well above the average from the fed 
eral government, their state and local tax 
burdens would be considerably heavier in re 
lation to other states.
All the characteristics noted above apply 
distinctly to Montana. It is the largest of 
the seven states and it had a population of
TABLE 3
GENERAL REVENUE (FISCAL 1957) PER $1,000 OF PERSONAL INCOME 
(CALENDAR 1957), MONTANA, SIX NEIGHBORING STATES, AND
THE UNITED STATES
Revenue Source Montana Idaho Wash.
Amount
All general revenue 
From state and local
$146.53 $140.44 $124.72




miscellaneous revenue 20.83 22.16 22.22
From the federal
government 25.95 22.43 13.99
State rank in the relationship
to personal income of —
All general revenue 8 11 22
State and local taxes 7 12 25
Source: U. S. Bureau of the Census, 1957 Census of 
ernment Finances in 1957, February 1959.





$142.92 $168.27 $155.98 $180.81 $110.53 $122.73
123.08 126.49 130.37 158.51 99.40 107.21
103.33 94.40 106.26 116.33 83.42 88 .51
19.75 32.09 24.11 42.17 15.97 18.45
19.84 41.78 25.61 22.31 11.13 15.20
7 6 5 1
6 14 3 1
Governments Advance Release, State and Local Gov-
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only 671,000 in 1957°, or approximately 4.6 
persons per square mile. This population in 
1957 maintained 1,503 governmental units—56 
county governments, 123 municipalities, 174 
special districts, and 1,149 school districts, 
plus the state government.* 7 Total state and 
local government employment amounted to 
314.1 full-time persons per 10,000 population 
in April 1957, compared to 281.4 per 10,000 
population for the nation as a whole.8 *
Montana’s economy is based predominantly 
on raw material industries (agriculture, 
mining and lumber). With this lack of di 
versity and with declines in agriculture and 
later mining and lumber, its per capita in 
come since 1953 has failed to keep pace with 
the national. In 1957, Montana ranked 22nd 
among the 48 states, with a per capita income 
of $1,896 compared to $2,027 for the United
*As of July 1, 1958, Montana’s population was esti 
mated at 688,000 by the Bureau of the Census.
7U. S. Bureau of the Census, Statistical Abstract of
the United States, 1958, p. 403.
*U. S. Bureau of the Census, Statistical Abstract of
the United States, 1958, p. 427.
States.0 Meanwhile the need for and the 
cost of new schools, improved highways and 
streets and other services of the state and 
local governments have continued to increase. 
Between 1953 and 1957, per capita state and 
local tax collections increased approximately 
35 percent while per capita income increased 
6 percent.10
How the Money is Spent 
In fiscal 1957 total expenditures of Montana 
state and local governments amounted to 
$221.8 million. When municipal water sup 
ply, state liquor store, and insurance trust 
expenditures are deducted, all general ex 
penditures amounted to $189.0 million (Table 
4).__________
°U. S. Department of Commerce, Office of Business 
Economics, Survey of Current Business, August 
1958, p. 13.
10In 1953, per capita state and local tax collections 
amounted to $139.29 (U. S. Bureau of the Census, 
State and Local Government Revenues, 1953) and 
per capita income was $1,786 (U. S. Department 
of Commerce, Office of Business Economics, Survey 
of Current Business, August 1956).
TABLE 4
GENERAL EXPENDITURE OF STATE AND LOCAL GOVERNMENTS, BY FUNCTION,
G E N E R ^ E X P ^ D I n e i g h b o r i n g  s t a t e s , a n d  t h e  u n i t e d  s t a t e s ,







Education, total1 67,998 36.0 35.0
Higher education 13,510 7.1 5.9
Primary and secondary 53,018 28.0 28.3
Highways 53,021 28.0 25.7
Public welfare 13,961 7.4 7.4
Health and hospitals 8,772 4.6 6.9
Police 4,241 2.2 2.6
Local fire protection 1,749 0.9 1.2
Natural resources 10,219 5.4 7.6
Sewers and sewage dis 
posal 2,274 1.2 1.3
Other sanitation 1,278 0.7 0.5
General control 8,541 4.5 4.4
Interest on general debt 3,504 1.9 1.1
All other 13,479 7.1 6.5
including amounts for “other education,” not shown 
Source: U. S. Bureau of the Census, 1957 Census of 
emment Finances in 1957, February 1959.
Wash.
Percent of Total 
Oregon Wyo. S. Dak. N. Dak. U.S.
100.0 100.0 100.0 100.0 100.0 100.0
36.0 38.8 36.5 34.9 31.8 35.0
6.8 7.1 6.8 7.4 7.3 4.8
28.6 30.9 28.7 26.7 23.8 29.3
20.0 21.3 28.3 32.2 28.5 19.3
10.6 6.9 5.3 6.7 6.3 8.4
7.9 5.9 7.6 3.3 5.2 7.9
2.7 2.9 2.3 1.8 1.8 3.7
1.8 1.8 0.8 0.7 0.7 2.0
3.5 4.9 7.2 4.5 4.3 2.5
1.4 1.3 0.8 1.1 1.4 2.3
0.9 0.3 0.7 0.3 0.5 1.3
3.6 4.7 4.2 4.7 4.3 4.3
1.7 1.7 0.9 0.5 1.1 2.7
9.9 9.5 5.5 9.4 14.2 10.5
separately.
Governments Advance Release, State and Local Gov
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Sixty-four percent of all general expendi 
tures was allocated to education and high 
ways—36 percent for education and 28 per 
cent for highways. Montana’s expenditure of 
28 percent of general expenditures for high 
ways was substantially higher than the 19.3 
percent of the total expended by all state and 
local governments combined, but Montana 
has a population of 9 persons per mile of high 
ways, compared to 49 per mile in the United 
States. The proportion expended for higher 
education was greater and for elementary and 
secondary education slightly lower than for 
all states. The proportion spent for all edu 
cation was approximately the same.
Montana also allocated larger proportions 
of its funds for natural resources11 (Table 4). 
On the other hand, lesser proportions went 
for health and hospitals, police and fire pro 
tection, sewers, sewage disposal and other
“Promotion of agriculture, irrigation, conservation, 
forests, wildlife, etc.
sanitation purposes. In most instances, Mon 
tana occupied a median position among her 
neighboring states in the allocation of funds 
for various purposes.
Per capita expenditures in Montana were 
well above both the average and median at 
the national level. This was true in all of 
the other six states except Idaho. Again, 
Montana’s per capita expenditures for edu 
cation and highways were substantially 
higher than for the 48 states combined. Per 
capita highway expenditures were the fifth 
highest in the nation; education, the tenth 
highest. Public welfare expenditures per 
person were slightly higher than the national, 
but expenditures for health and hospitals 
were lower.
Higher - than - average expenditures for 
schools and highways, to maintain Montana’s 
large number of school districts, the six units 
of the University of Montana, and the vast 
highway system, therefore account for the
TABLE 5
PER CAPITA GENERAL EXPENDITURES OF STATE AND LOCAL 
GOVERNMENTS, MONTANA, SIX NEIGHBORING STATES, AND THE UNITED
STATES. FISCAL 1957
Function Montana Idaho Wash.
Per capita amount — 
All general expen-
diture $281.73 $233.27 $286.20
Education, total1 101.34 81.62 102.90
Higher education 20.13 13.69 19.33
Prim ary and secon-
dary 79.01 65.93 81.97
Highways 79.02 59.88 57.25
Public welfare 20.81 17.17 30.36
Health and hospitals 13.07 
State rank according to per
16.03 22.57
capita amount
All general expenditure 8 28 7
Education, total1 10 24 8
Higher education 8 23 10
Prim ary and secon-
dary 12 26 8
Highways 5 13 16
Public welfare 15 29 5
Health and hospitals 38 25 11
'Including amounts for “other education,” not shown
Source: U. S. Bureau of the Census, 1957 Census of 
em inent Finances in 1957, February 1959.





$271.69 $328.49 $244.69 $258.67 $237.35 $236.81
105.36 119.87 85.38 82.13 83.00 80.87
19.27 22.28 18.00 18.82 11.50 12.08
83.91 94.41 65.33 61.44 69.60 66.12
58.00 92.80 78.84 73.77 45.79 50.00
18.76 17.33 16.30 16.27 19.94 17.71
15.94 24.98 8.06 13.58 18.80 16.03
14 2 20 16
6 1 22 23
11 6 17 13
4 2 28 32
14 2 6 8
20 28 35 37
26 *5 49 36
separately.
Governments Advance Release, State and Local Gov-
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larger total per capita expenditures by its 
state and local governments. Despite these 
expenditures, many of our highways and 
streets, our school buildings and the salaries 
paid to instructors leave something to be de 
sired. Numerous instances of marginal or 
submarginal governmental services in other 
areas could be cited—the need for sewage dis 
posal systems, extended health services, etc.
But state and local taxes are already high. 
The chances are that they will remain high, 
although there are several possibilities by 
which the burden of state and local taxes 
might be reduced.
One possibility is that government services 
be curtailed. Montanans quite naturally de 
sire state and local services equal to those pro 
vided by other states. One might add that
this is also true of prospective residents and 
prospective industries. Nevertheless, there 
may well be unessential services which could 
be eliminated. Second, economies in many 
areas of government could be effected, par 
ticularly through consolidations and reorgani 
zations. (See footnote 1.) There is no doubt 
that inefficiencies exist in Montana state and 
local governments, as they must in other 
states. The third solution is increased effort 
toward the promotion of economic growth 
within the state for the purpose of increasing 
personal income and thereby lessening the 
burden of taxation on the individual tax 
payer. The wholehearted support of Mon 
tanans for the promotion of programs such as 
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Soon to be published by this Bureau is 
Public Lands in Montana — Their History 
and Current Significance, by William S. 
Peters, Associate Professor of Business Ad 
ministration and Maxine C. Johnson, Re 
search Associate, Bureau of Business and 
Economic Research.
The monograph (Regional Study No. 10) 
is an outgrowth of a project undertaken 
jointly by the Montana State Planning Board 
and the Bureau of Business and Economic 
Research of Montana State University. It 
includes a short historical review of the ac 
quisition, disposal and reservation of federal 
lands in the United States; a description of 
the status of public lands in Montana up to
the present time, including a summary of 
the activities of the various federal agencies 
administering public lands in the state; a 
discussion of selected public land issues, in 
cluding the problem of Indian lands and the 
wilderness proposal; an assessment of the 
various programs under which state and 
local governmental units in Montana receive 
moneys in lieu of property taxes on federal 
lands; and an analysis of the role of the state 
of Montana as a landowner.
Public Lands in Montana will be available 
in July upon request from the Bureau of 
Business and Economic Research, Montana 
State University, Missoula.
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Published monthly and sent free on request 
by the Bureau of Business and Economic 
Research, Montana State University, Missoula.
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Montana State University, Missoula 
Member, Associated University Bureaus of 
Business and Economic Research 
Henry K. Shearer, Director 
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THE RATIONALE OF CO-OPERATIVE TAXATION
BOM J. MARKIN
Instructor of Business Administration 
Montana State University, Missoula
Stating the Problem
Perhaps a paper attempting to explain 
the rationale of co-operative organization 
taxation may help to shed some light on 
what is frequently considered a rather con 
troversial and often misunderstood issue. 
Several groups have gone on record as oppos 
ing the present tax status of co-operative or 
ganizations and have worked actively in an 
attempt to alter this tax structure.1 The co 
operatives, in turn, have countered with ex 
tensive educational campaigns geared to the 
general public, in an effort to explain their 
method of organization and the reasons they 
should be permitted to qualify for special 
tax treatment.
Thus, the subject matter of this presenta 
tion and the issues with which we shall deal 
are such that conscientious men are sent 
soul-searching in an attempt to find “the 
solution.” In no case is it reasonable to as 
sume that an easy solution exists, especially 
one that would satisfy both parties. And it 
is fair to say that this is a question involving 
several issues that are generally taken up 
to be argued as either black or white without 
the usual intermittent shades of grey.
The facts or arguments, as generally pre 
sented by both sides, are at best nebulous and 
obscured by prejudices, emotional feelings 
and a lack of logical consistency. For these 
reasons, the approach of this paper will be
3Cf. the mimeographed statement of the National 
Planning Association, “The Taxation of Farmers’ 
Co-operatives”, October 12, 1951.
as objective as possible and the arguments 
proposed will be presented as factually as 
they exist.
The co-operative form of organization is 
not new in our American economy; the tap 
roots were sunk early in the fertile soil of 
our economic and business history. The first 
co-operative organization in the United 
States was started in Boston in 1844. The 
modest beginning of the American co-opera 
tive movement probably owes its existence 
to the Boston tailor who started a buying 
club for the New England Association of 
Mechanics and Workingmen. The early 
years of the co-operative movement were 
generally marked by a rapid increase in 
numbers. There were approximately 200 
co-operative stores in the United States in 
1903, and 400 in 1916. World War I and its 
corresponding increases in the cost of living 
gave impetus to the movement in this coun 
try. However, the American business cli 
mate was anything but friendly to this type 
of organization, so that by 1936 there were 
fewer co-operative stores than had existed 
at an earlier time. However, in spite of this 
leveling-off period, the total number of es 
tablishments, as well as total dollar volume 
of goods sold by co-operatives, has been in 
creasing. The United States Department of 
Labor estimated that in 1920 there were ap 
proximately 2,900 retail co-operative stores 
in the United States, with 775,000 members 
and annual sales of $285 million. For 1954, 
the latest figures estimate the total number of 
consumer co-operatives at 6,135 establish-
3
ments doing an annual v o l u m e  of $1,704 
million.2
The above figures do not include farmers’ 
co-operative marketing associations. This, 
we shall discover soon, is a part of the con 
fusion and inconsistency mentioned earlier.
Montana Co-operatives
Co-operative organizations have met with 
only modest success in Montana. The De 
partment of Commerce places the number 
of wholesale and retail businesses in Mon 
tana for 1956 at 6,576.3 A reasonable estimate 
would place the number of wholesale and 
retail co-operative organizations in the state 
at 250 establishments. This would mean that 
co-operatives comprise slightly less than 4 
percent of the total number of wholesale and 
retail establishments in Montana.
Estimates by the U. S. Department of 
Agriculture place the number of farmers’ 
marketing, farm supply, and service co 
operatives in Montana for 1956 at 177 estab 
lishments, doing an annual volume of busi 
ness of nearly $94 million.4 Much of the 
farmers’ co-operative activity is centered in 
the eastern half of the state.
Recent data pertaining to the number of 
urban consumer co-operatives are unavail 
able. However, there exist several co-opera 
tives of this type throughout the state, oper 
ating in the fields of consumer finance and 
lending institutions, gas and petroleum out 
lets, and insurance and medical aid.
A Controversial Issue
One sometimes only has to mention the 
word “co-operative” to become embroiled
2U. S. Department of Commerce, Bureau of the 
Census, Census of Business, 1954, Retail Trade, 
Vol. I, Part 5, pp. 5-2. See also U. S. Department 
of Labor, Consumer Co-operatives in the United  
States - Recent Developm ents, Bull. No. 1158, 1954.
3U. S. Department of Commerce and U. S. Depart 
m ent of Health, Education and W elfare, County 
Business Patterns, Part 9, M ountain States, pp.86- 
87.
*U. S. Department of Commerce, Bureau of the 
Census, Statistical Abstract, 1958, p. 642.
in a heated discussion. Many businessmen 
will argue violently that co-operative organi 
zations are in a favored tax position. They 
will also argue that the government is af 
fording the co-operatives a special tax dis 
pensation which gives them a competitive 
advantage over the more conventional forms 
of business organizations, such as corpora 
tions, partnerships, or individual proprietor 
ships. However, the opposition counters 
with their arguments in favor of the co 
operative type business organization, extoll 
ing the virtues of substituting the service 
motive for profit aspirations.
Just how justified are the arguments? In 
some instances there is considerable justi 
fication; however, the lack of clear under 
standing as to the types of co-operative or 
ganizations which exist cause much con 
fusion.
Types of Co-operative Organizations
The merchandising activities of co-oper 
ative organizations are of a varied and mot 
ley nature.- For these reasons, it is diffi 
cult to categorize clearly the activities which 
are carried on by the various co-operatives. 
In order that we might gain a clearer under 
standing as to the types of co-operatives and 
the nature of their operations, let us sum 
marize by stating that in the United States 
there are primarily three main types of co 
operative merchandising structures. These 
are as follows:
I. Consumers’ retail co-operatives
A. Urban consumer co-operatives
B. Rural or farm consumer co-oper 
atives
II. W holesale co-operatives
A. Those supplying urban consumer 
co-op stores
B. Those supplying farm  consumer 
co-op stores
III. Agricultural marketing co-opera 
tives
By far the most important of these organi 
zations are those retail and wholesale co 
operatives which stand ready to supply 
goods and services for the agricultural or 
farm user. The farmer, in his weakened
4
market position, his vulnerability to fluc 
tuating incomes, and the general atomistic 
structure of the agricultural industry, was an 
early advocate of the co-operative form of 
organization. The resort to the use of co 
operatives by the farmers was an attempt to 
alleviate some of these problems. The farm 
ers desired to buy their household and farm 
supplies at reduced or “fair” prices. In many 
cases the co-operative afforded them this op 
portunity. As the retail farm co-operatives 
became more successful, many of them began 
to establish their own wholesale merchan 
dise establishments in order that they might 
eliminate the middleman’s profits and con 
tinue to reduce prices backwards through in 
tegration efforts. The retail and wholesale 
farm co-operatives are those which today 
have attained the largest degree of success.
The retail and wholesale urban consumer 
co-operatives have never attained anything 
near the success of the farmers’ organizations 
because the city, or urban, dweller has never 
embraced enthusiastically the co-operative 
principles of organization. An occasional ex 
periment by city dwellers to embrace these 
principles in times of depression or higher 
prices has met with only modest success. 
The prospect of lower prices through con 
tinued patronage of the co-op has never had 
quite the same appeal as a slam-bang sale 
at the local super-market.
The agricultural marketing co-operative is 
really another breed of co-operative animal, 
quite distinct from the other types just men 
tioned. This type of co-operative organiza 
tion was developed in order to enable the in 
dependent producer of agricultural commod 
ities to cope with an insecure and erratic 
market for his commodities.
Thus, when the citrus growers of a given 
territory band together under co-operative 
principles, they attempt to increase their not- 
too-favorable competitive condition by per 
forming many of the marketing functions m 
concert. Thereby, the co-operative attempts 
to perform the marketing functions of as 
sembling, grading, storing, transportation,
and selling. Through this process of “order 
ly” marketing the farmers thus hope to gain 
higher prices for their products.
In addition to these three main types, there 
are others such as rural electric co-operatives, 
insurance, hospitalization and medical aid 
societies. However, because of their small 
size in relation to other more conventional 
forms of organization, they would hardly 
warrant elaboration here.
Unfortunately, this classification is rather 
idealistic and drawn for purposes of simpli 
fication only. The range of co-operative 
organization activities is wide and the actual 
scope of their endeavors comprehensive. In 
the field of rural or farm co-operatives, these 
organizations may be participating in all 
three of the major areas. Hence, we may 
find co-operatives engaged in both the re 
tail and wholesale buying and selling of 
commodities for farmers, as well as hav 
ing a well-organized marketing program for 
its member producers. Furthermore, in not 
many instances do we find co-operatives that 
limit their activities distinctly between rural 
and urban consumers.
What About Tax Avoidance
Let us return now to examine the argu 
ments previously mentioned in regard to the 
statements that co-operatives have a tax ad 
vantage. Is this argument justified? Many 
argue that it is. In many cases, however, 
there is little or no justification for these 
accusations. Again, the various types of co 
operatives and the multiplicity of their 
activities is misleading to those who are not 
well informed. This condition is brought 
about because the Congress and the Bureau 
of Internal Revenue have made a marked 
distinction as to what type of co-operative 
activity will qualify for the tax-exempt 
status. Therefore, before proceeding fur 
ther, let us look closely at these distinctions.





N onagric iiltu ra l Emplovmer
Total 
U nadj. A dj.
1958
L um b er & 
T im ber P rod . 
U nadj. A dj.
P r im a ry  M etals 
& O ther 
D urab le  Goods 
Mfg. 
U nadj. A dj.
N ondurab le  
Mfg. 
U nadj. A dj.
M ining
U nadj. A dj.
March ___________ _ 105.4 1 1 2 .0 96.4 112.7 103.7 104.4 102.7 1 1 0 .1 81.2 80.2
April _____________  108.5 1 1 1 .8 1 0 0 .0 119.3 103.7 104.5 101.4 106.6 . 85.1 85.1
May _______ _____ 112.3 1 1 2 .1 114.5 120.5 1 0 1 .8 104.8 104.1 108.0 8 8 .1 89.4
June -------------------  116.2 1 1 2 .0 130.9 119.0 105.6 105.7 105.5 108.3 8 8 .1 8 8 .6
July ____ __ ______  116.5 111.3 132.7 119.9 109.2 106.2 108.2 107.9 82.2 83.9
August ____ __ ___ 117.9 1 1 1 .8 138.2 1 2 1 .6 107.4 103.3 109.6 108.7 83.2 83.1
September ........ . 116.5 1 1 1 .8 138.2 1 2 2 .2 1 0 1 .8 101.4 113.7 1 1 2 .0 84.2 84.3
October ............ ........  114.4 111.5 130.9 121.9 1 0 0 .0 1 0 2 .2 120.5 106.4 85.1 87.2
Novem ber _______  113.0 112.3 127.3 124.7 96.3 96.6 113.7 106.5 92.1 91.4
D ecem b er________  111.4
1959
1 1 2 .1 1 2 0 .0 123.1 94.4 94.2 109.6 107.3 91.1 8 8 .1
January ................... 107.5 113.6 109.1 118.2 92.6 93.1 102.7 1 0 1 .6 90.1 90.4
February ____  106.6 113.9 109.1 1 2 2 .6 94.4 94.0 98.6 107.0 92.1 90.8
March ___________ 107.6** 114.3** 107.3 125.5 96.3 97.0 100.0 ** 107.2** 92.1 91.0
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March ............ ........................ . 197.3 198.5 142.3 136.8 65.8 63.9 300.5 291.7 160.0
April --------------------------------  202.0 202.4 146.9 138.6 87.3 81.6 301.3 299.8 157.4
May ----------------------------------  204.3 207.2 157.3 156.5 80.4 75.1 304.1 301.1 153.1
June _________________ _____ _ 202.2 208.7 157.8 162.7 63.9 63.3 316.6 308.6 181.5
July --------------------------------__. 187.1 2 0 2 .0 139.4 153.2 34.8 36.3 310.5 302.6 172.7
August ______ _____________ 190.8 199.8 146.1 158.8 29.3 33.7 304.9 314.0 169.2
September _________  .... 191.6 196.1 157.0 168.8 28.7 30.5 313.0 328.4 199.7
October ________ __  __  185.2 184.5 183.0 181.2 45.4 45.4 315.0 340.2 216.0Novem ber 1 4 172.8 194.6 184.4 77.1 76.6 313.4 318.8 201.5
Decem ber ___ 1918
1959
181.6 188.4 185.6 76.9 75.8 315.8 305.1 207.5
January .................... ...... .....____ 189.2 182.8 166.9 163.6 68.5 69.2 319.8 316.6 188.3
February _________________  204.8 197.3 177.7 166.8 8 8 .2 84.6 325.8 317.8 169.1
March ________ ________ ___1 9 3 .0 194.2 176.8 170.0 57.1 55.4 331.0 321.4 181.4April ........................ ........ .........  1 9 5 .9 196.3 65.3 61.0 321.4 319.8 186.0
Adj.—■Adjusted for seasonal variation.
C om puted  from estim ates of Unem ploym ent Compensation Commission of Montana. Estimates include all full 
month. Indexes for 1958 revised.
-Unem ploym ent Compensation Commission of Montana. Number of work applicants at end of month. 
Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadi 
Computed from kilow att hour sales of Montana Power Company, M ontana-Dakota U tilities Company, Pacific 1 
users for consumption w ithin Montana, reduced to hourly average kilow att hours per month.
“Computed from reports of U. S. Bureau of Mines. D aily average.
^Computed from reports of Oil and Gas Conservation Commission of Montana. D aily average.
s S f PUiten  fr0ni  repo£ ts Federal Reserve Bank of M inneapolis, based on data from  banks in  16 Montana c 
Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
iOD?£!FUteci fr°™ rep° rts, of Federal Reserve Bank of M inneapolis, based on dollar sales of 80 to 89 department
nrn™ ™ 1+e! f fVed by Mo^tana fa™ ers and ranchers. U. S. Departm ent of Agriculture, Agricultural Marketing S






& Utilities Trade G overnm ent
Vdj. U nadj. Adj. U nadj. Adj. U nadj. A d j .
17.0 86.4 90.8 101.7 107.6 133.1 136.0
14.1 86.4 88.7 105.0 107.9 135.4 136.5
13.7 88.2 87.7 106.7 107.2 138.5 136.4
11.2 89.1 86.8 108.9 105.2 142.0 136.3
18.9 90.0 85.7 108.6 104.3 139.7 137.1
23.4 88.6 83.6 110.0 104.9 138.5 137.4
22.1 87.3 83.9 108.3 104.0 140.1 138.3
19.2 86.8 84.6 105.6 103.8 142.8 139.4
22.8 87.3 87.7 105.6 105.5 141.2 143.8
28.2 85.9 88.4 108.0 105.9 141.2 143.6
45.3 85.0 89.4 99.7 105.3 139.3 143.2
38.9 85.0 89.7 99.4 106.3 138.5 142.3
42.5** 85.4** 89.8** 100.3 106.1 139.3** 142.3**
42.7* 85.9* 88.2* 103.3* 106.2* 140.1* 141.2*
Nonfarm Mortgage Recordings (U nadj.)8
Savings Insur-
& Loan ance Comm. Dept. Store
otal Assocs. Cos. Banks Others Sales0
1,000) ($1,000) ($1,000) ($1,000) ($1,000) U nadj. A d j .
1,423 1,556 222 1,565 1,080 95.6 125.0
>,023 1,708 109 1,836 1,370 114.0 119.0
5,945 2,340 259 1,913 1,433 119.6 124.6
5,983 2,451 165 2,149 1,218 109.9 119.4
5,253 2,192 353 2,312 1,396 112.0 120.4
5,737 2,373 249 1,752 1,363 141.8 131.8
6,100 2,131 244 2,473 1,252 133.5 122.5
5,939 2,283 439 2,081 1,136 139.8 123.7
5,229 2,107 348 2,375 1,399 150.9 126.1
6,785 2,216 547 2,754 1,268 211.8 124.3
5,741 1,777 71 2,457 1,436 81.4 129.2




t-time wage and salary workers who worked or received pay
Job
A pplicants2
(N um ber) C a rlo ad in g s3
U nadj. A dj. U nadj. Adj.
1958
23,394 13,657 89.8 104.4 . March
19,579 16,221 95.7 108.4 . . April
15,233 18,900 99.7 104.9 . May
16,832 23,640 110.4 114.4 . __June
11,784 21,348 109.2 111.6 . _ July
8,772 22,903 132.0 123.4 .. __  August
8,065 20,418 146.3 130.6 „ ___  September
8,586 17,740 166.0 137.8 . .. October
13,013 15,584 151.9 129.8 . __ November
17,127 13,518 139.6 134.9 . December
1959
20,350 11,523 121.6 136.6 . January
21,802 11,684 117.7 134.5 - February
20,045 11,702 114.2 132.8 ... March











Unadj. Unadj. Unadj. 1958
103.0 85.0 113.7 .......-.................... ....... M a rch
103.0 85.0 115.2 -- ------------------------ ___A p r il
105.0 82 .0 114.6 _______ _________ _____ M a y
105.0 81.0 115.1 ............................— - J u n e
104.0 75.0 117.5  - ....... -----....... - ...... J u ly
104.0 72.0 116.7 _________________ ___ A u g u s t
110.0 73.0 117.0 ________________ S e p te m b e r
110.0 74.0 117.0 ...........................— ~ . O c to b er
108.0 74.0 116.6 ________ N o v e m b e r
108.0 75.0 113.8** — D e c e m b e r
1959
107.0 73.0 1 1 3 . 7 ______________ — .... J a n u a r y
106.0 74.0 108.6 - .......... - ............... . F e b r u a r y
106.0 74.0 106.2 ................................... M a rch
109.0 73.0 A p r il
during the day period ending nearest the 15th of the
ght loaded at Montana points. Daily average. T .. . . , „  -
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
.es. Daily average.
*al stores in Montana. Daily average.
A djusted for seasonal variation : This m eans th a t in tra -an n u a l rep e ti 
tive fluctuations in  the  business indicators occasioned by the  effects or 
climate, custom  and convention have been allowed for statistically . 
For a  m ore com plete discussion see the  Septem ber 1957 issue of M ontana 
Business Review.
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(Continued from Page F ive)
The Exempt Co-operative
To meet the standards established for the 
exempt status, several requisites are neces 
sary.5
1. The co-operative m ust be a farm ers’ asso 
ciation engaged in the purchasing of gas 
oline, oil, paint, insecticides, packing m a 
terials, tires, and other equipment for 
farmers.
2. The exem pt co-operative m ust do at least 
50 percent of its business w ith  members.
3. It must not, however, discriminate in prices 
betw een members and non-members.
Much of the confusion and controversy re 
sults from the fact that many people do not 
know of the distinctions made between the 
exempt and the non-exempt co-operative. 
Much of the current literature deals with the 
exempt, or the farmers’ co-operative, and 
many persons automatically presume t h a t  
since the discussion deals with co-operatives, 
that all co-operatives are alike, especially in 
their tax treatment, and that all co-opera 
tives are getting a special tax allowance.
There is little doubt that the exempt co-ops 
are receiving some special tax allowance. 
They are permitted by the Bureau of Inter 
nal Revenue to exclude from their gross in 
comes the amounts paid to patrons or mem 
bers as interest on the capital stock and the 
amounts paid to patrons or members in the 
form of patronage dividends.0 Also, the pa 
trons or members of the co-operative are not 
required to pay personal income taxes on the 
amounts (rebates) they receive in the form 
of patronage dividends, so long as the divi 
dends are not paid in cash form. If the di 
vidends are paid in cash, the members must 
include this sum as a part of their earnings 
and, as a consequence, pay personal taxes on 
this amount. Hence, patronage dividends 
frequently are paid in the form of promissory
•''Kassman, H. S. and Sexton, J. J., Jr., “Income 
Tax Treatment of Co-operatives”, The National 
Tax Journal, March 1954, pp. 52-80.
“Internal Revenue Code, Sections 521 and 522.
notes, certificates of beneficial interest, and 
the like, which bear no interest, are non- 
transferable and have no known market 
value.7
Thus, we can see that in the exempt type 
of co-operative there is a double avoidance 
of taxes which may amount to a considerable 
competitive advantage. Whether this ad 
vantage is justified remains questionable. 
The tax courts as well as Congress ap 
parently believe it is.
The tax treatment of the non-exempt, or 
the consumers’ co-operative, is considerably 
different from that of the exempt co-ops.
The N on-exempt Co-operative
There are a considerable number of co 
ops which do not qualify under the existing 
statutes and rulings for the “exempt” treat 
ment. These are the so-called non-exempt 
co-operatives. It is almost safe to say that 
any co-operative, existing as other than a 
farmers’ co-operative, engaged in the activi 
ties previously discussed under the exempt 
co-operative section, will be classified as a 
non-exempt co-op. The non-exempt status 
relieves the co-op of the requirement that it 
must do at least 50 percent of its business 
with members; also, the non-exempt co-op 
may discriminate in price between members 
and non-members.
Actually, thie non-exempt co-op receives 
very little as far as special tax treatment is 
concerned.8 * The non-exempt co-operative 
may not exclude from gross income either 
the amounts paid as patronage dividends or 
the amounts paid to its members as interest 
on its capital stock. The method of tax 
ing the member-patrons is the same for both
7For an exam ple of the legal treatm ent of patron 
age dividends, see Mischler, Raymond J., “Sum  
mary of Co-operative Cases”, United States D e 
partment of Agriculture, Farmer Co-operative 
Service, Legal Series No. 8, March 1959.
“Kassman, H. S. and Sexton, J. J., Jr., op. cit., 
pp. 52-80.
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the exempt and the non-exempt co-opera 
tives. In other words, the patronage divi 
dends, if paid in a cash form, are taxable as 
personal income. If, however, the patronage 
dividends are paid as promissory notes, cer 
tificates of beneficial interest, letters of ad 
vice, revolving fund certificates, certificates 
of equity, or papers of similar designation, 
no personal tax can be levied. This situation 
is rather new, having only recently become 
common practice. “Since 1952, several court 
decisions have held that when certificates 
that allocate co-ops’ income have no fair 
market value, they are not taxable as in 
come when received by the members. This 
is the case if the certificates are non-trans- 
ferable, non-redeemable, and non-interest 
bearing—the more usual form in which co 
operatives’ earnings are allocated.”9 These 
decisions were a blow to Congress and the 
Treasury for they virtually exempted the 
payment of personal taxes on patronage divi 
dends. This avoidance of taxation prompted 
Senator Humphrey, in July of 1955, to sug 
gest to the House Ways and Means Commit 
tee enactment of a 20 percent withholding 
tax on patronage dividends regardless of the 
form in which they are allotted. This tax 
would have applied in the same manner as 
the present withholding system for wages 
and salaries. No legislative action was taken 
as a result of this recommendation.
The Reason for the Controversy
It is its method of dividend payments that 
gives the co-operative its greatest competi 
tive advantages. By resorting to “paper” 
patronage dividends, the co-operatives are 
permitted to retain their earnings in the 
business for the expansion of facilities which 
places them, in many instances, in an ad 
vantageous competitive position.
Most of the co-operatives are “corpora 
tions” and they enjoy the legal privileges of 
the corporate form of business, such as lim 
ited liability for their member owners and 
perpetual legal existence — criteria some 
times offered to justify the corporate income 
tax. An interesting case in point is the re 
cent attempt of several Montana legislators 
to subject farm co-operatives to the Montana 
corporation license tax.10 The bill failed by a 
vote of 51-28, and farmers’ co-operatives 
claimed a signal victory by exclaiming that 
public hearings relating to the bill brought 
out that co-operatives have no net income; 
and that all overpayments by patron-own 
ers belong to the customers and not the co 
operative.
However, the tax-favored status of co 
operatives, especially in regard to dividend 
payments, is in marked contrast to that of 
ordinary corporations and their stockholders. 
Private corporations are taxed from 30 to 52 
percent on net income, and their stock 
holders pay tax on most of the dividends 
disbursed to them.
The Co-operative Story
Suppose we discuss briefly the arguments 
presented by both sides. The members and 
proponents of co-ops state that they derive 
no profit whatsoever from their operations. 
They expound the idea that their organiza 
tions are not businesses, but merely associa 
tions of individuals banded together for a 
common cause, each with a vested interest. 
The substance of their arguments frequently 
runs like this: hypothetically, suppose there 
exist 20 people of “X” organization, or 20 
people who desire merely to purchase mer 
chandise at a lower cost. Of these 20 per 
sons, one has the initiative to write to a dis 
count house or some form of wholesale out 
let which will grant a quantity discount on 
purchases. From this wholesale outlet, 
company “X” receives a catalogue which
“Patterson, R. T., “Competition and the Taxation 
of Co-operatives”, The Commercial and Financial 
Chronicle, January 19, 1956, p. 31.
9
10House Bill #65 , 36th Legislative Assembly, State 
of Montana.
shows the assortment of merchandise of 
fered, along with the various prices. The 
catalogue is circulated among the individ 
uals and each decides to make a purchase. 
Each of the 20 persons pays to the one per 
son who orders the goods for them $2 to 
cover the cost of the goods, costs of handling 
the order, and the freight charges on the 
shipment. The leader of the group places 
the order and the merchandise is received. 
After receiving and distributing the merchan 
dise the leader finds he has $20 left over. In 
other words, the entire shipment cost only 
$20, including freight and handling. How 
ever, had each person ordered individually 
rather than concertedly, the shipment would 
have amounted to $40, or $2 each. A $1 re 
bate is made to each because only $20 was 
required to handle the entire shipment. Thus 
no one made a profit of any sort, but the 
members of the group were permitted to 
buy their desired merchandise at a lower 
price as a consequence of the quantity dis 
count and freight savings made possible by 
their group endeavor. The proponents of 
co-ops allege that this is exactly the situa 
tion as it exists with their type of organiza 
tion. They state that no profits are made 
and consequently there should be no tax. 
They also contend that the patronage divi 
dend is nothing but a rebate or a refund of 
an overcharge which was made at the time 
of the purchase.
Another argument which the co-ops pro 
pound is that anyone can form a co-opera 
tive. And if businessmen were not so greedy 
in their desire to charge exorbitant prices 
and make huge profits, they, too, could form 
co-operatives and in a similar fashion avoid 
the payment of taxes. They argue further 
that the type of co-operative organization 
which they embrace is far more democratic 
than that of the corporation. Each member 
of the co-op, regardless of the number of 
shares he owns, is permitted only one vote 
as contrasted with the corporation which al 
lows each member to have as many votes as 
he has voting shares. These arguments ap 
pear plausible but perhaps somewhat ideal 
istic.
Most businessmen argue that our Ameri 
can economy and system of distribution is 
established on a service and profit basis. 
Profits, therefore, should be earned and pro 
portioned on the basis of the risks involved 
in the operation or venture. They argue 
that the co-ops are at a definite competitive 
advantage because they can retain earnings, 
by the methods previously discussed, and use 
them to expand facilities, thus pyramiding 
their competitive advantage. Following this 
line of reasoning, most authorities, it would 
seem, would agree that the only equitable or 
fair method of treatment is one which treats 
all businesses alike. Corporations contend 
that if patronage dividends are to be exempt 
from personal taxes t h e i r  own  dividends 
should be treated in a similar manner.
Conclusion
The government treatment of farmers and 
farmers’ associations has seldom in the his 
tory of this country’s federal regulations, 
been based on sound economic principles. 
The farmers have enjoyed a rather unique 
and somewhat enviable position under the 
anti-trust laws, having been virtually ex 
empt from this legislation as a result of the 
Capper-Volstead Act of 1922.
Farmers are witnessing today an era of 
economic prosperity with farm income ap 
proaching one of the highest levels in its 
history. As stated earlier, the weakened 
market bargaining power of the farmer 
may warrant special treatment. However, 
farmers, in many cases, are becoming weary 
of uneconomic legislation and special con 
sideration.
Whether or not co-ops are useful or legiti 
mate is not the issue. Few persons can of 
fer any valid arguments against their exis 
tence. Certainly one must recognize the 
right of any doctor to be his own lawyer, or 
any group of consumers to operate a mer 
chandising business. The question at issue
10
is the special tax privilege enjoyed by the 
co-ops. The taxation question of farmers’ 
and urban co-operatives is an issue of public 
policy, and as such the solution rests with 
the people and their chosen representatives.
Fair play would seem to dictate that all
businesses be treated alike and, therefore, 
that the co-operative be taxed in the same 
manner as other business enterprises. Or, 
what might be a better stimulant for the na 
tion’s economy, let the others be afforded 
the same tax treatment as co-operatives.
LOCAL BANK DEBITS
(1947-1949 =  100)
Billings B u tte  G lendive G rea t Falls K alispell M alta Miles C ity M issoula
U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. Adj.
1958
M arch 199.8 225.5 133.5 130.4 209.4 226.1 129.7 142.0 130.1 150.4 116.0 138.4 112.5 131.4 195.0 217.1
A pril _ 196.0 205.0 126.0 126.5 212.5 220.9 136.2 140.4 123.4 137.7 119.2 123.4 119.5 136.1 187.7 190.4
May — 181.3 194.1 120.0 130.7 189.2 213.3 132.0 148.5 146.4 148.2 125.8 137.3 117.3 141.3 180.7 188.8
Ju n e  _ 207.0 219.0 146.1 135.5 205.0 217.4 161.4 167.6 165.6 162.0 156.5 164.6 130.3 147.7 229.2 221.0
Ju ly  _ 209.0 213.9 128.3 129.5 195.6 215.6 153.8 155.8 170.3 151.5 120.4 138.2 113.3 123.3 204.6 198.4
A ug...... 206.8 204.8 121.1 120.5 187.2 195.2 154.2 156.7 180.6 177.8 119.7 133.6 115.0 119.3 207.7 206.5
Sept. .. 240.8 227.6 144.9 149.2 197.4 193.7 198.7 177.1 173.6 155.7 172.3 170.2 158.7 148.3 228.4 218.4
Oct........ 266.3 232.6 151.9 142.4 281.3 241.0 202.0 170.8 172.2 164.3 212.8 167.6 218.5 156.2 223.9 207.9
Nov. _ 251.3 220.2 139.0 136.7 257.9 208.0 181.4 175.6 170.1 160.0 180.2 139.2 209.2 167.4 197.2 189.1
Dec. _ 264.7 252.3 152.1 144.7 238.0 211.0 187.6 193.2 169.0 164.7 182.0 153.3 173.8 152.8 223.8 219.2
1959
Jan . 226.6 229.1 131.2 134.6 212.3 216.8 186.1 175.1 166.5 171.3 151.1 150.0 146.6 151.1 202.2 206.7
Feb. .... 209.7 230.2 120.7 131.3 190.7 217.2 160.8 172.9 160.6 181.8 119.6 146.9 121.8 144.8 189.7 206.9
M arch 226.8 256.0 143.5 140.1 200.9 217.0 163.7 179.3 155.6 180.0 124.0 148.0 133.3 155.7 215.2 239.6
A pril . 233.4 244.1 136.3 136.8 224.6 233.5 172.2 177.5 159.2 177.7 
A dj.—A djusted  fo r seasonal varia tion
145.6 150.7 135.0 153.8 239.9 242.3
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B illings B u tte  G lendive G rea t F a lls  K alispell M alta  M iles C ity M issoula
U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. Adj.
1958
A pril _ 196.0 205.0 126.0 126.5 212.5 220.9 136.2 140.4 123.4 137.7 119.2 123.4 119.5 136.1 187.7 190.4
M ay — 181.3 194.1 120.0 130.7 189.2 213.3 132.0 148.5 146.4 148.2 125.8 137.3 117.3 141.3 180.7 188.8
Ju n e  _ 207.0 219.0 146.1 135.5 205.0 217.4 161.4 167.6 165.6 162.0 156.5 164.6 130.3 147.7 229.2 221.0
Ju ly  _ 209.0 213.9 128.3 129.5 195.6 215.6 153.8 155.8 170.3 151.5 120.4 138.2 113.3 123.3 204.6 198.4
A ug ...... 206.8 204.8 121.1 120.5 187.2 195.2 154.2 156.7 180.6 177.8 119.7 133.6 115.0 119.3 207.7 206.5
Sept. .. 240.8 227.6 144.9 149.2 197.4 193.7 198.7 177.1 173.6 155.7 172.3 170.2 158.7 148.3 228.4 218.4
Oct. _ 266.3 232.6 151.9 142.4 281.3 241.0 202.0 170.8 172.2 164.3 212.8 167.6 218.5 156.2 223.9 207.9
Nov. .. 251.3 220.2 139.0 136.7 257.9 208.0 181.4 175.6 170.1 160.0 180.2 139.2 209.2 167.4 197.2 189.1
D ec. _ 264.7 252.3 152.1 144.7 238.0 211.0 187.6 193.2 169.0 164.7 182.0 153.3 173.8 152.8 223.8 219.2
1959
J a n . _ 226.6 229.1 131.2 134.6 212.3 216.8 186.1 175.1 166.5 171.3 151.1 150.0 146.6 151.1 202.2 206.7
F e b . __ . 209.7 230.2 120.7 131.3 190.7 217.2 160.8 172.9 160.6 181.8 119.6 146.9 121.8 144.8 189.7 206.9
M arch 226.8 256.0 143.5 140.1 200.9 217.0 163.7 179.3 155.6 180.0 124.0 148.0 133.3 155.7 215.2 239.6
A p r i l_ 233.4 244.1 136.3 136.8 224.6 233.5 172.2 177.5 159.2 177.7 145.6 150.7 135.0 153.8 239.9 242.3
M a y _ 213.7 228.8 135.4 147.5 215.6 243.1 167.0 187.8 160.2 162.1 134.2 146.5 122.5 147.6 216.8 226.5
A dj.—A djusted  fo r seasonal varia tio n
'C om puted from  rep o rts  of F ed era l R eserve B ank  of M inneapolis. D aily average.
MONTANA BUSINESS REVIEW
June 1959 Vol. 11, No. 6
Published m onthly and sent free on request 
by the Bureau of Business and Economic 
Research, Montana State University, Missoula.
Entered as second-class matter March 3, 1949, 
at the Post Office at Missoula, Montana, under 
the A ct of August 24, 1912.
Bureau of Business & Economic Research 
M ontana State University, M issoula 
Member, Associated U niversity Bureaus of 
Business and Economic Research 
Henry K. Shearer, Director 
Edward J. Chambers, Associate Director 
M axine C. Johnson, Research Associate 
Jean H. Shaudys, Research Associate 
(on leave, 1958-59)
2
THE MIGRATION OF 
THE WESTERN LIFE INSURANCE COMPANY 
A Case History in Locational Economics’
HENRY K. SHEARER
Director, Bureau of Business and Economic Research 
Montana State University, Missoula
On April 9, 1959 the Western Life Insur 
ance Company announced its decision to 
move its home offices from Helena, Montana 
to St. Paul, Minnesota in autumn of 1961.* 2 
The announcement that one of the state’s ma 
jor corporations, employing in excess of 200 
Montanans, with an annual payroll of about
’This article is based in large part on information 
furnished by Mr. R. B. Richardson, President, 
Western Life Insurance Company, Helena, Mon 
tana. The statistics on the operations of Mon 
tana life insurance companies were made avail 
able by the State Commissioner of Insurance. 
National life insurance data were furnished by 
the Institute of Life Insurance, New York City. 
Information on the Experiment by Air Program  
was furnished by the Assistant Postmaster Gen 
eral (Bureau of Transportation), Washington.
2The Western Life Insurance Company was or 
ganized in 1910 w ith its home office in Helena. 
For many years it was the only life insurance 
company domiciled in the state. Today, although 
there are three other companies, it dominates. 
(The other companies are the New American 
Life Insurance Company, organized in April 1957; 
the Treasure State Life Insurance Company, or 
ganized in June 1957; and the United Reserve 
Life Insurance Company, organized in October 
1958.) As of December 31, 1958, the assets of 
the four companies amounted to $92 million, of 
which 98 percent were assets of Western Life. 
At the same time, the four companies had in 
surance in force in Montana in the amount of $125 
million, of which 75 percent was held by West 
ern Life. Total life insurance in force held by 
Western Life both in and out-of-state totalled 
about $450 million, as of June 1959. Measured in 
terms of this criterion, Western Life in size is in 
the upper 10 percent of more than 1,300 life in 
surance companies in the nation.
:*This figure includes approximately $674,000 in 
payments for salaries and wages and $76,000 for 
benefit plans.
$750,000,3 was to leave the state caused con 
siderable furor, particularly because the 
stimulus was believed to be a tax of 2.25 per 
cent on insurance premiums re-imposed for 
two years by the 1959 Legislature. This 
raised the question as to whether heavy tax 
ation was driving industry out of the state. 
Much of the early discussion generated more 
heat than light. Eventually, however, it 
became clear that the tax was only the “straw 
that broke the camel’s back”. In fact, the 
decision to move was the resultant of several 
forces, some of which had been in exis 
tence as early as the 1930’s. The purpose of 
this article is to describe those forces and 
demonstrate how they affected the decision.
Some Locational Concepts
The location of any economic activity is de 
termined by a combination of cost factors 
which, for purposes of analysis, may be 
categorized into two groups: position and 
site. Positional factors are those involving 
access and are measured in terms of trans 
portation and communication costs and time. 
Examples drawn from important Montana 
activities are as follows: in agriculture, min 
ing and logging—access to mill or market and 
to labor; in recreation—access to populated 
areas; and in manufacturing—access to raw 
materials, fuel, power, labor and markets. 
Such access may be gained through the use 
of any or all of the modes of transportation: 
rail, motor, air, pipeline and water; or the 
media of communication: telephone, tele 
graph, radio or mail service. Needless to 
say, the importance of each of the various
3
modes and media varies from one economic 
activity to the other.
Site factors are those peculiar to the local 
environment, not involving access. Examples 
are as follows: in agriculture—the nature of 
the topography, soil and climate; in mining— 
the quality, thickness, depth, etc. of the ore 
body; in logging—the quality, height, girth, 
etc. of the trees; in recreation—the existence 
of lakes, streams, forests, mountains, and 
other attractions; and in manufacturing—tax 
assessments and rates, labor and factory 
legislation, costs of acquiring real estate, etc. 
Living conditions, educational facilities, etc. 
are usually considered site factors.
The positional factors determine the gen 
eral area in which an economic activity 
should be located while the site factors de 
termine the precise spot. Generally, the po 
sitional factors are considered of dominant 
importance, although obviously the degree of 
importance varies as between activities.
This system of analysis can be applied to 
the insurance industry. The positional fac 
tors of consequence are access to market, in 
the form of policy holders, present or poten 
tial, and access to labor of the requisite skill. 
Access to policy holders is gained primarily 
through visits of agents and use of the mail 
service. Premiums and dividends are paid 
in the same way. This, of course, is a con 
tinuing process, day in and day out. Thus, 
transportation and communication costs are 
a substantial proportion of the total costs of 
operation. If the location is poor with res 
pect to the market, it is necessary to use 
higher cost modes of transportation and 
media of communication to offset the dis 
advantage. And, in some cases, regardless 
of the willingness of the organization to nay, 
such services just mav not be available, with 
resultant time loss. These factors are of con 
siderable importance in the highlv competi 
tive insurance business, in which time is of 
the essence. Also worth mentioning in this 
regard is access to the conferences and meet 
ings of various sorts which are usuallv held 
in the larger cities. Access to labor with the 
skill to operate complex business machinery
is also a factor of importance; and, for some 
types of machinery, e.g. digital computers, 
access to the machinery itself is a consider 
ation. Access to supplies, etc. is of minor 
importance.
Site factors include property, corporation, 
premium and other taxes;4 costs of acquiring 
real estate; maintenance; heating; etc. As 
is often true, these are of less importance 
than the positional factors.
It is characteristic of economic activities 
that the locational forces are in a constant 
state of flux. The locations of markets, la 
bor and raw materials change; the tech 
nology of the industry changes, affecting its 
requirements; and betterments in transpor 
tation and communications occur, at differ 
ent rates, and favoring some places over 
others. A location that is optimum (least 
cost) at one stage of an activity’s develop 
ment may not be—in fact, is not likely to 
be—optimum at a later stage. For some in 
dustries, the force of locational inertia is 
so strong (e.g., an iron and steel installation 
with its large investment in fixed plant) that 
it is almost not possible to migrate in res 
ponse to changes in the optimum location. 
With other industries, locational inertia is 
much weaker, and the activities are more 
mobile. Probably insurance companies oc 
cupy a position somewhat to the weak side 
in the spectrum of industries arranged ac 
cording to strength of locational i n e r t i a .  
There is a large investment in buildings 
and machinery, but buildings can be sold 
and purchased (or leased) and machinery 
can be transported.
^According to the Institute of Life Insurance, the 
follow ing taxes, licenses, and fees w ere paid by 
United States life  insurance companies in 1958:
Percent 
Amount of Total
Federal Income Tax $321,000,000 47
State Taxes on Premiums 240,000,000 35
Real Estate Taxes 53,000,000 8
Federal Social Security Taxes 36,000,000 5
Other Taxes, Licenses & Fees 37,000,000 5
TOTAL $687,000,000 1 0 0
4
With this introduction we are ready to 
turn to the specific problem at hand: the 
migration of the Western Life Insurance 
Company.
Helena as the Location for 
An Insurance Company
From the time of the founding of Western 
Life until the mid-1930’s Helena was the 
optimum location for its home office. Most 
of its policies were written in Montana, but 
with an increasing number in the contiguous 
states. Although the transportation and com 
munications agencies may not have provided 
as frequent services or as complete coverage 
as in some other parts of the nation, the cen 
trality of location and nearness of the home 
office to most policy holders more than off 
set this disadvantage. Labor of the requisite 
skill was readily available. Tax assessments 
and rates were not considered excessive. And 
in other ways, Helena was a satisfactory lo 
cation.
Commencing in the 1930’s the locational 
forces began to shift. Western Life’s market 
expanded. From a regional organization, it 
has gradually developed into a national one, 
until today it is licensed to sell insurance 
in 41 states including such far distant ones 
as Florida, Alaska, and Hawaii.5 * And the 
proportion of policy holders in Montana has 
been reduced from nearly 100 percent to 
about 15 percent.0 Clearly Helena no longer
5The states in which Western Life is not licensed to 
sell insurance are as follows: Arkansas, Missouri, 
Illinois, Pennsylvania, New Jersey, New York, 
Connecticut, Rhode Island and Massachusetts.
^During 1958, Western Life received life insurance 
premiums from persons residing in Montana in 
the amount of $3,035,341, about 30 percent of the
total for the company. Other leading s t a t e s  
included California (31% ), Washington (14% ), 
Oregon (12%), Idaho (5%) and Minnesota (4% ). 
As of December 31, 1958, Western Life had life in 
surance in force in Montana in the amount of 
$94,335,894, about 23 percent of the total for the 
company. During the period January 1 to June 
12, 1959, business was written in Montana in the 
amount of $5,187,725, about 11 percent of the total 
for the company. Other leading states included
occupies a central position. When coupled 
with the greater distances to market and the 
non-central location, the short-comings of the 
passenger (and mail carrying) transporta 
tion system serving Helena make themselves 
felt.
In assessing the ability of a passenger 
transportation system to provide access at 
a particular place and for a particular pur 
pose several criteria may be used: the nature 
of the services available, the nature of the 
schedules of the carriers performing these 
services, fares to points of concern, reliabil 
ity, safety and comfort.
Services available vary with the modes of 
transportation represented—air, rail and mo 
tor—and the individual carriers of each mode. 
Some services are more expensive than 
others; e.g., Pullman than rail coach, and 
air first class than coach (tourist). In many 
cases the cheaper services are adequate for 
the travel to be performed; however, if they 
are not available, then it is necessary to use 
the more expensive. Ordinarily large cities 
have a wider range of services than small 
ones, and the traveler has greater opportun 
ity to select the one that best fits his needs 
and pocketbook. Air accomodations are a 
case in point: at the larger cities there is of 
ten a choice between first class and coach 
service, whereas at smaller cities only first 
class service may be available; in this case, 
if the traveler is to make his trip by air, he 
must pay the premium fare for first class 
even though coach class would have been 
equally satisfactory.7
Helena is provided with air, rail and bus 
passenger transportation. The air carriers 
are Northwest-Orient Airlines, operating on 
an east-west axis; and Western Airlines, 
north-south. The rail carriers are the North-
Calif ornia (29%), Washington (14%), Oregon 
(9% ), Texas (8% ), and Minnesota (7% ). The 
breadth of Western Life’s recent expansion is 
brought out by the recitation of the next most im 
portant states—Indiana, Alaska, Arizona, Iowa, 
Florida and North Dakota.
‘First class fares are almost a third higher than 
coach class.
5
ern Pacific Railway, east-west; and the Great 
Northern Railway, north-south, then east- 
west. The principal bus carriers are the 
Greyhound Lines, east-west; and Inter 
mountain Transportation Company, north- 
south. Only first class air service is avail 
able to and from Helena; although coach 
class becomes available east of Billings on 
one flight via Northwest, east and west 
bound. Both first class and coach service 
are available via the Northern Pacific; and 
coach only via the Great Northern, between 
Butte and Great Falls, although first class 
service becomes available at Great Falls. 
Only coach class bus service is available at 
Helena, although f i r s t  c l a s s  (lavatory 
equipped) becomes available at Garrison 
and Three Forks.
The nature of the schedules is of import 
ance because it determines the potential 
amount of inactive time consumed in travel. 
This is convertible into cost to the business 
man. Loss of time may occur at various stages 
in the travel sequence: at point of origin—the 
period between the desired and actual times 
of departure; enroute—the period spent in 
the vehicle of transport (plane, train or bus) 
plus that spent waiting for connections; and 
at destination—the period of time between 
the actual and desired times of arrival. Or 
dinarily, schedules are geared for conveni 
ence at the termini, which are usually major 
cities (e.g., Chicago and Seattle). Intermedi 
ately located places have to take what for 
tune offers. Sometimes departures or ar 
rivals are during the early morning hours or 
equally poor times. In other cases the situa 
tion is more favorable. But the probability 
is that the large city will have a larger pro 
portion of departure and arrival times tail 
ored to fit the businessman’s needs. Also, be 
tween the larger cities, there are often express 
services, either non-stop or with a limited 
number of stops. The smaller place, in the 
intermediate location, often has only the 
local service, with many stops and perhaps 
with the necessity for changing from one 
vehicle of transport to the other. An ad 
vantage to the small place is that the air 
port and train and bus depots are likely to 
be located closer to the place of business 
than is true with larger cities. This, coupled 
with lesser traffic congestion, usually results 
in lesser elapsed times between place of 
business and terminal.
Daily through air service at Helena con 
sists of two planes eastbound (at 8:24 a.m. 
and 1:39 p.m.), with connections at Billings, 
and two westbound (at 10:47 a.m. and 7:03 
p.m.) to Seattle and Spokane, via North- 
west-Orient Airlines; and two planes north 
bound (at 12:46 a.m. and 11:16 a.m.) and two 
southbound (at 6:35 a.m. and 4:30 p.m.) via 
Western Airlines.8 Service is of a local na 
ture. Through train service consists of two 
trains daily eastbound (at 7:40 a.m. and 6:50 
p.m.) and two westbound (at 11:50 a.m. and 
3:25 p.m.) via the Northern Pacific Railway; 
connections with the “North Coast Limited” 
are by bus to and from Garrison and Logan. 
Service on the “Mainstreeter” in each di 
rection is of a local nature. Of less impor 
tance are the single trains daily northbound 
to Great Falls (at 3:05 p.m.) and southbound 
to Butte (at 9:53 a.m.) via the Great North 
ern Railway, with connections at those 
points. Daily through bus service consists 
of two buses eastbound (at 12:15 p.m. and 
5:15 p.m.) and two westbound (at 12:20 p.m. 
and 5:25 p.m.) via the Greyhound Lines, with 
connections at Garrison and Three Forks; 
and one to the north, to Edmonton (outbound 
8:30 a.m., inbound 8:55 p.m.) and three to 
the south (outbound 3:50 a.m., 12:01 p.m., 
9:10 p.m.; inbound 2:50 a.m., 8:20 a.m., 6:50 
p.m.) via Intermountain Transportation Com 
pany. Also the Canyon Transportation 
Company operates one bus dailv between 
Helena and Billings (outbound 5:00 p.m., in 
bound 1:45 p.m.) with east and southbound
8Western Airlines is in the process of replacing 
its DC3’s w ith  DC6B*s. Present airport facilities 
at Helena are adequate for handling the former, 
but not the latter. Unless facilities are improved 
it appears that Helena w ill be w ithout north- 
south service at the tim e the transfer is completed. 
(“Helena Fears Air Service Loss Because of Air 
port”, Great Falls Tribune, June 13, 1959.)
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connections at Billings. The services des 
cribed above include only those that pro 
vide reasonably direct access to distant 
points. Obviously, various combinations via 
one or more modes of transportation, but in 
volving delay, are possible. Air, rail and bus 
terminals are conveniently located with res 
pect to places of business in Helena. (The 
schedules cited above are as of June 14,1959.)
Minimum elapsed times (terminal to ter 
minal) to Chicago9 are as follows: air—8 
hours, 6 minutes; rail—29 hours, 5 minutes; 
and bus—41 hours, 20 minutes. Times to 
more or less distant places would be propor 
tionate.
Fares to the points at which business is 
to be conducted vary directly with distance. 
As distinguished from freight rates, which 
are usually lesser per unit of distance the 
longer the continuous haul, passenger fares 
tend to be directly proportionate to dis 
tance.10 Thus the long-distance traveler has 
to pay in full for any distance disadvantage 
resulting from the location of his place of 
business. This may be compounded by the
^Chicago is selected because it is close to the center 
of population of the United States and thus close 
to the center of the market of actual and potential 
policy-holders. And it is probably the most im 
portant air, rail and bus center in the country, with  
connections and a w ide range of services available 
to all points. The circumstance that it is also an in 
surance center of some importance is also of sig 
nificance. (In 1957, 26 life insurance companies 
had their home offices in that city.)
10Most freight rates are constructed on the tapering
principle. This means that, although the total 
rate is greater for longer than shorter distances, 
the rate per unit of distance decreases as the 
length of the continuous haul increases; for each 
additional unit of distance the increment added 
to the rate is less than that added for the preced 
ing unit. In contrast, passenger fares are gen 
erally constructed on the m ileage principle; i.e., 
at a uniform rate per mile. It should be noted, 
however, that different railroads operating be 
tween the same points usually equalize fares even  
though distances involved may differ.
necessity for purchasing higher priced ac 
commodations (e.g., a Pullman berth rather 
than a coach seat) and additional meals. An 
other element of cost, not included in the 
fare, is the cost of transportation (e.g., by 
taxi) between place of business and air, rail 
or bus terminal. Since the distances in 
volved are probably lesser on the average in 
small cities than large, such costs would 
tend to be lesser at the former.
Individual, one-way, fares (tax included) 
from Helena to Chicago are as follows:
Air: First class for entire journey ... $96.91 
First class to Billings, then coach 82.10
Rail: First class, including l o w e r
berth ............................. ............. 83.55
Coach __________ _ _______ _____ 45.13
Bus: __________________________ 38.50
As mentioned earlier, air, rail and bus ter 
minals are conveniently located with respect 
to places of business in Helena, which re 
flects in low costs so far as this factor alone 
is concerned.
By reliability is meant the departure and 
arrival of vehicles of transport at scheduled 
times. The degree of reliability varies with 
several factors: weather; topography; fluc- 
uations in the volume of traffic, particularly 
as they affect terminal operations; the avail 
ability of mechanical aids; and perhaps 
others. Some areas are especially subject 
to snow and ice; others to fog, high winds 
or other weather phenomena equally ef 
fective in disrupting schedules. Combina 
tions of inclement weather and mountainous 
topography are particularly bad. Periodic 
high densities of traffic, especially in metro 
politan areas, often create serious delays.11 
And the lack of instrumented equipment, es 
pecially at airports, may not only cause de-
UFor the nation as a whole, the major cause of 
flight delays is high densities of traffic at air 
ports. Delays due to weather and mechanical 
failures are of secondary importance.
(Continued on Page 10)
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U nadj. A dj.
L um ber & 
T im ber P rod. 
U nadj. A dj.
P rim ary  M etals 
& O ther 
D urable Goods 
Mfg. 
U nadj. A dj.
N ondurable 
Mfg. 
U nadj. A dj.
M ining 
U nadj. A dj. u
April 108.5 111.8 100.0 119.3 103.7 104.5 101.4 106.6 85.1 85.1 1(
May . 112.3 112.1 114.5 120.5 101.8 104.8 104.1 108.0 88.1 89.4 IS
June . 116.2 112.0 130.9 119.0 105.6 105.7 105.5 108.3 88.1 88.6 is
July . 116.5 111.3 132.7 119.9 109.2 106.2 108.2 107.9 82.2 83.9 14
August . 117.9 111.8 138.2 121.6 107.4 103.3 109.6 108.7 83.2 83.1 If
September . ... 116.5 111.8 138.2 122.2 101.8 101.4 113.7 112.0 84.2 84.3 If
October .. . 114.4 111.5 130.9 121.9 100.0 102.2 120.5 106.4 85.1 87.2 14
November . 113.0 112.3 127.3 124.7 96.3 96.6 113.7 106.5 92.1 91.4 12
December
1959
. 111.4 112.1 120.0 123.1 94.4 94.2 109.6 107.3 91.1 88.1 1C
January ___  107.5 113.6 109.1 118.2 92.6 93.1 102.7 101.6 90.1 90.4 1C
February . .. . 106.6 113.9 109.1 122.6 94.4 94.0 98.6 107.0 92.1 90.8 8
March . 107.6 114.3 107.3 125.5 96.3 97.0 100.0 107.2 92.1 91.0 9April . . 111.7** 115.2** 107.3** 128.0*:* 98.1** - 98.9** 102.7 108.0 92.1** 92.1* * 12
May . 114.6* 114.4* 121.8* 128.2* 103.7* 106.8* 105.5* 109.4* 93.1* 94.5* 14
Electric Pow er Copper Zinc Crude Oil BankConsum ption4 Production5 Production5 Production0 DebitsT
1958
u n aaj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. A
April ______ . 2 02 .0 202 .4 146.9 138.6 87.3 81.6 301 .3 299 .8 157.4 16May ____________ _____  204 .3 207 .2 157.3 156.5 80 .4 75.1 304 .1 301 .1 153.1 16
June ........ ____  202 .2 208 .7 157.8 162.7 63.9 63.3 316 .6 308 .6 181.5 18July __ . 187.1 2 02 .0 139.4 153.2 34 .8 36.3 310 .5 302 .6 172.7 17
August ........ 190.8 199.8 146.1 158.8 29.3 33.7 304 .9 3 14 .0 169.2 16
September .... ....... . 191.6 196.1 157.0 168.8 28.7 30.5 313 .0 328 .4 199.7 18
October ____ . 185.2 184.5 183.0 181.2 45 .4 45.4 315 .0 340 .2 2 16 .0 19
November ......... . 183.4 172.8 194.6 184.4 77.1 76.6 313 .4 318 .8 201 .5 18
December . 
1959
_____  191.8 181.6 188.4 185.6 76.9 75.8 315 .8 305 .1 207 .5 19
J anuary ______ ____  189.2 182.8 166.9 163.6 68.5 69.2 319 .8 316 .6 188.3 19February ........ . . 204 .8 197.3 177.7 166.8 88.2 84.6 325 .8 317 .8 169.1 18March ..... . 193.0 194.2 176.8 170.0 65.8** 63 .9  ** 331 .0 321 .4 181.4 19April ______ _____ 195.9 196.3 173.7 163.9 65.3 61.0 321 .4 319 .8 186.0 19May __ 177.8 19
Adj.—Adjusted for seasonal variation.
1Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- a 
month. Indexes for 1958 revised.
^Unemployment Compensation Commission of Montana. Number of work applicants at end of month.
Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings 
Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota U tilities Company, Pacific Pow 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
5Computed from reports of U. S. Bureau of Mines. Daily average.
^Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
^ P u t e d  from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana com 
* ederal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
C°mputed froin reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department and 
‘ Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Serv 






& U tilities Trade G overnm ent
dj. Unadj. Adj. U nadj. Adj. U nadj. A d j .
4.1 86.4 88.7 105.0 107.9 135.4 136.5
3.7 8 8 .2 87.7 106.7 107.2 138.5 136.4
1.2 89.1 8 6 .8 108.9 105.2 142.0 136.3
8.9 90.0 85.7 108.6 104.3 139.7 137.1
3.4 8 8 .6 83.6 1 1 0 .0 104.9 138.5 137.4
2.1 87.3 83.9 108.3 104.0 140.1 138.3
9.2 8 6 .8 84.6 105.6 103.8 142.8 139.4
2.8 87.3 87.7 105.6 105.5 141.2 143.8
8.2 85.9 88.4 108.0 105.9 141.2 143.6
5.3 85.0 89.4 99.7 105.3 139.3 143.2
J8.9 85.0 89.7 99.4 106.3 138.5 142.3
-2.5 85.4 89.8 100.3 106.1 139.3 142.3
16.6** 8 6 .8 ** 89.1** 103.3 106.2 141.2** 142.3
53.5* 8 8 .2 * 87.7* 105.6* 106.1* 142.4* 140.31












,000) ($1,000) ($1,000) ($1,000) ($1,000) Unadj. Adj.
,023 1,708 109 1,836 1,370 114.0 119.0
,945 2,340 259 1,913 1,433 119.6 124.6
,983 2,451 165 2,149 1,218 109.9 119.4
,253 2,192 353 2,312 1,396 1 1 2 .0 120.4
,737 2,373 249 1,752 1,363 141.8 131.8
,1 0 0 2,131 244 2,473 1,252 133.5 122.5
,939 2,283 439 2,081 1,136 139.8 123.7
,229 2,107 348 2,375 1,399 150.9 126.1
,785 2,216 547 2,754 1,268 2 1 1 .8 124.3
,741 1,777 71 2,457 1,436 81.4 129.2
,2 2 2 2,168 264 1,885 905 83.8 130.9
N.A. N.A. N.A. N.A. N.A. 108.9 142.4
',711 3,107 316 2,680 1,608 119.7 124.9
*—Preliminary **—Revised
-time wage and salary workers who worked or received
Job
A pplicants3
(N um ber) Carloadings3
U nadj. Adj. U nadj. Adj. 1958
19,579 16,221 95.7 108.4 .... . April
15,233 18,900 99.7 104.9 . May
16,832 23,640 110.4 114.4 . June
11,784 21,348 109.2 1 1 1 .6  - .. July
8,772 22,903 132.0 123.4 . August
8,065 20,418 146.3 130.6 ..... . September
8,586 17,740 166.0 137.8 . ____October
13,013 15,584 151.9 129.8 . November
17,127 13,518 139.6 134.9 . .. December
1959
20,350 11,523 1 2 1 .6 136.6 __ January
21,802 11,684 117.7 134.5 - February











Livestock Crops (May 1950=100)
U nadj. Unadj. U nadj. 1958
103.0 85.0 115.2 ....................... ______ April
105.0 82.0 114.6 .... __May
105.0 81.0 115.1 ___________ June
104.0 75.0 117.5 ..................  - ....... July
104.0 72.0 116.7 ..................... - __ August
110.0 73.0 117 .0_________ — September
110.0 74.0 117.0 ............. .......... . October
108.0 74.0 116.6 ___________ __ November
108.0 75.0 113.8**............. ..... . December 1959
107.0 73.0 11 3 .7 ________-— .........  January
106.0 74.0 108.6 __________ . February
106.0 74.0 106.2 ___________ ........  March
109.0 73.0 April
108.0 76.0 May
during the day period ending nearest the 15th of the
ght .loaded at Montana points. Daily average. _  _ ,. , ___   , •„.* inHnctriai
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and mdustna
2s. Daily average.
al stores in Montana. Daily average.
A djusted for seasonal variation : This m eans th a t in tra -a ra u a l repeti 
tive fluctuations in the business indicators occasioned toy tiie effecte of 
climate, custom and convention have been allowed 
For a m ore complete discussion see the Septem ber 1957 issue of M ontana 
Business Review.
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(Continued from Page 7)
lays but on occasion completely eliminate 
such places from a carrier’s schedule.
Safety may be measured in terms of acci 
dents, injuries and/or fatalities per passen 
ger-mile. The degree of safety varies pri 
marily with weather, topography, density 
of traffic and the availability of mechanical 
aids. One might anticipate that there would 
be a direct relationship between degree of 
safety and degree of reliability. However, 
this is not necessarily true. In some cases, 
speeds may be reduced or some places com 
pletely bypassed in order to preserve safety 
at a constant level. It is difficult to make 
generalizations as to the relative safety of 
travel with respect to location. As between 
modes of transportation for the nation as a 
whole some data are available, but for travel 
from particular places, there are no such 
data, at least to the writer’s knowledge. 
However, notwithstanding the lack of statis 
tics, individuals have convictions. Some will 
not fly over mountainous terrain, others will 
not drive or be driven over icy roads, and 
some fear congested or non-instrumented air 
ports. To the extent that these inhibitions 
restrain travelers from using services which 
otherwise would and should be used, access 
had been negatively affected.
Comfort is important because it determines 
the physical, mental, and perhaps emotional, 
condition in which the traveler will arrive 
at destination. To the businessman a tiring 
trip may make for a poor business contact 
or a loss of time while recuperating from the 
effects of the trip. Comfort varies with 
several factors: total time in transit, number 
of transfers and the nature of accommoda 
tions at transfer points, the nature of the ac 
commodations on the vehicle of transport, 
weather (especially with air travel), etc. To 
some degree additional comfort may be pur 
chased by paying a greater fare. However, 
this is possible only within narrow limits, 
and with some modes of transportation there 
is no option. That some places are better en 
dowed than others so far as comfort is con 
cerned is manifest from the earlier discussion.
Because of data limitations, it is difficult 
to make any objective analysis of Helena in 
terms of reliability,12 safety and comfort. 
One would expect that some features of that 
city’s climate (especially snow and ice) and 
the mountainous terrain would affect ad 
versely reliability and safety. On the other 
hand, the lack of traffic congestion would 
have a favorable effect. As regards comfort, 
the long distances to such points as Chicago 
and the requirement for transfers in air travel 
have a negative effect which apparently is not 
offset by any plus factors.
In making any comparisons between 
places as to accessibility for travel of per 
sonnel all of these criteria should be consid 
ered. Just how they are to be weighted is 
another matter. To the extent they are re 
solvable into the cost of arriving at a given 
destination at a given time there is little 
problem. But some factors cannot be re 
solved into cost and their importance varies 
as between individuals. And then there are 
the cases in which regardless of cost it is 
not possible to arrive at destination at the 
desired time; in such cases, accessibility is 
zero. Despite the difficulty in objectively 
measuring accessibility, it is clear that some 
locations are better endowed in this respect 
for specific purposes than others.
Reviewing the foregoing observations it 
is seen that Helena is not well-endowed for 
passenger accessibility to the major cities of 
the country. Although each mode of passen 
ger transportation is represented, services are 
somewhat limited in range and schedules 
rather thin and not well spaced. Helena has 
been by-passed to some degree so that it is 
necessary to make connections with the 
through services by connecting bus, with re 
sultant loss in time and comfort. And elapsed
12Data permitting a comparison of Helena airport 
w ith other airports, or the national average, in 
terms of flight cancellations and delays are not 
im mediately available. However, it is possible 
that in the near future such data w ill be pro 
curable from the Federal Aviation Agency.
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times and fares to major cities are substan 
tial. The affect of this, of course, is not 
limited to the insurance industry. This is a 
price that all Montanans must pay for their 
isolation and sparse population.13
What has been said about passenger travel 
applies equally well to the transportation of 
mail, since, except for the pick-up and deliv 
ery services, mail moves in commercial 
planes, trains and buses. Moreover, there is 
a recent development which has further lo 
cational implications. Between large cities 
where there is a large volume of mail, regu 
lar (four cents postage) mail is transported 
in airplanes.14 Thus a premium s e r v i c e  
is available at the minimum rate. But at 
smaller places, where volumes are lesser, 
such service is not available, and if air mail 
speed is required, seven cents postage must 
be paid. This is the situation at Helena.
Changes in technology in the insurance 
business have also had an adverse affect so 
far as the Helena location is concerned. As 
home office operations become more mechan 
ized, a demand is created for workers with the 
skill necessary to operate the machines. 
Western Life officials believe that this de 
mand can not be fully satisfied with the labor 
available in the Helena area. Further, the 
more complex machines currently coming 
into use, such as some types of digital com 
puters, are not locally available.
Among the site factors, probably the tax 
structure is the most important at the present 
time. This brings to our attention the con-
13Although no mention has been made of travel 
by automobile, it is, of course, an alternate method 
of passenger travel. Here, too, the long distances 
to centers of economic activity wreak their toll 
in time and cost.
14The movement by air of mail bearing four cents 
postage is generally referred to as the Experiment 
by Air Program. Airlift mail is transported by 
certificated air carriers participating in the Pro 
gram on a space available basis and on combina 
tion (passenger/cargo) aircraft, as w ell as on all 
cargo planes. The only such service affecting  
Montana is via Frontier Airlines to Billings from 
Laramie and Rock Springs, Wyoming.
troversial 2.25 percent premium tax. A few 
facts about this tax are in order. Prior to 
1957, the tax was 2.00 percent. The 1957 
Montana Legislature increased the tax to 2.25 
percent for a two year period, and the 1959 
Legislature re-imposed it for another two 
years. This is a gross tax on premiums (from 
both old and new business) originating in the 
state. On a net basis it amounts to 45 per 
cent; on that basis the increase was from 40 
percent. Although this throws a somewhat 
different light on the situation, its signifi 
cance is limited by the circumstance that un 
der certain conditions other taxes paid to the 
state by any insurance company operating 
in Montana are deductible.
Allowable deductions include generally 
state and local licenses, fees, and excises and 
taxes on real and tangible personal property 
located in the state. (See Revised Codes of 
Montana, Section 40-1302.) These deductions 
are permitted only if 50 percent of the au 
thorized paid-up corporate stock is invested 
in the State of Montana (apparently included 
are general obligation bonds of the State of 
Montana and political subdivisions thereof, 
and real estate owned by the company or first 
mortgages on real estate loans by the com 
pany). Not included in the deductions are 
annual license and filing fees in the amount 
of $150 paid by insurance companies for the 
privilege of operating in the state. Although 
many states give preferred treatment to home 
companies in the form of no premium tax or 
a lower tax rate, this is not the case in 
Montana. Here the same rules apply to both 
foreign and domestic companies doing busi 
ness in the state.15
In 1958, the premium tax (excluding li 
cense and filing fees) paid in Montana by 
Western Life amounted to $8,067. (The gross 
premium tax was $63,275, from which allow-
15This situation stems from an interpretation of 
the provisions of the Montana Constitution, pre 
sumably Article XV, Section 11. It has been sug 
gested that these provisions be so amended as to 
permit preference to a domestic company.
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able deductions, totalling $55,208, were sub 
tracted.) Had the tax rate been 2.00 percent, 
the tax paid would have been $1,036, a dif 
ference of about $7,000. The total premium 
tax paid by Western Life in all states was 
$148,546.
At this point the reader must be wondering 
whether this issue has not been grossly exag 
gerated. As has already been demonstrated 
this is true to some degree. But the real 
significance of the tax rate increase has not 
yet been explained. Premium tax rates are 
imposed on a reciprocal and retaliatory basis 
by the various states. The tax rate applic 
able to foreign companies in the state in 
which the insurance company is domiciled is 
the effective minimum in all states in which 
it operates. For example, in a state for 
which the foreign rate is 2.00 percent, West 
ern Life must pay at the 2.25 rate, even 
though companies domiciled in that state 
pay at the 2.00 percent or a lower (domestic) 
rate, or perhaps not at all; and companies 
domiciled in other states with foreign rates 
of 2.00 percent or less pay at the 2.00 percent 
rate. In those states with rates higher than 
2.25 percent, Western Life must pay at the 
rate effective in those states. Of the 41 
states in which Western Life operates, 22 
have foreign rates lower than 2.25 per 
cent, 5 at 2.25 percent, and 14 higher than 2.25 
percent.10 It is noted that these figures are 
of limited value since they fail to take into 
consideration the varying offsets allowed 
under the several states’ laws.
The emphasis of Western Life officials is 
not so much on the present additional tax 
burden brought about by the change from
2.00 to 2.25 percent as it is on the future bur 
den.17 This is true because it is felt that as 
Western Life’s market expands an increasing 
proportion of its premiums will originate in 
states having premium tax rates lower than *17
1GThe national average rate is 1.97 percent.
17In 1958, the leading states, other than Montana, 
from which Western Life received life  insurance 
premiums, had the follow ing foreign tax rates: 
California—2.35, W ashington—2.00, Oregon—2.25, 
Idaho—3.00 and M innesota—2.00.
that of Montana, with resultant competitive 
disadvantage to that company.18
Another point made involves the current 
trend toward insurance packages. As com 
petition increases, the various companies find 
it necessary to offer multiple policies in the 
one transaction. Since some of the additional 
policies (group, family, mortgage) are low 
margin in nature, the premium tax has a 
greater impact. Here again it is the future 
rather than the present that is of principal 
concern.
St. Paul as the Location 
For an Insurance Company
The above are the principal forces pushing 
Western' Life out of Helena. But there are 
many possible sites in the United States 
where more favorable conditions exist. Why 
was St. Paul selected rather than one of the 
others?
One of the principal factors is the recent 
(1957) consolidation of Western Life with 
the St. Paul Fire and Marine Insurance Com 
pany, located in St. Paul. This combination 
was in large part the result of the growing 
practice, mentioned above, of offering a full 
line of insurance to prospective policy hold 
ers. Individually, the companies had limited 
coverage, but combined they are able to of 
fer a rather comprehensive package. Once 
the corporate consolidation had been con- 
sumated, the next step was to effect a physi 
cal consolidation, in order to realize the 
economies of larger-scaled operations and to
18It has been suggested that the additional tax  
burden could be shifted to the policy-holders. 
Although this m ay be possible to some degree, 
there are lim itations in the extent to which it can 
be carried. Since the premiums cannot be 
changed on old policies, it would not be possible 
to transfer the burden to the holders of those 
policies. (It w ill be remembered that the premium  
tax is paid on old as w ell as new  policies.) In 
tense competition would also tend to prevent the 
transfer. This would be particularly true in those 
states having lower premium tax rates than that 
of Montana.
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avoid the necessity for recurrent travel by 
executives over the long distances between 
the separate units. As between Helena and 
St. Paul, the latter appeared the better loca 
tion fcr the combined operation.
The basic weaknesses of Helena as the lo 
cation for a national insurance organization 
have already been described in terms of cer 
tain criteria. How does St. Paul compare?
Air service is rendered (at the Minneapolis- 
St. Paul International Airport) by seven car 
riers: Braniff, Capital, Flying Tiger (air 
freight only), North Central, Northwest-Ori 
ent, Ozark and Western. A wide range of 
passenger services (coach and first class and 
variations thereof) are available to many 
points in all directions. A total of approxi 
mately 100 flights leave daily with departure 
times distributed around the clock. North- 
west-Orient alone has 13 westbound and 35 
eastbound flights daily, including 20 to Chi 
cago (elapsed time on most flights: one hour, 
35 minutes; fares: first class—$27.72, coach 
—$22.28). It is to be expected that air travel 
times and fares would be less from St. Paul 
than from Helena to points to the east of St. 
Paul. It is also to be expected that times and 
fares would be less from St. Paul to some 
points intermediate to the two cities. (The 
dividing point on the east-west route lies be 
tween Bismarck and Billings.) But it is not to 
be expected that the travel times to points 
west of Helena would be less from St. Paul 
than from Helena. And yet in some cases this 
is true. The minimum elapsed time from 
Helena to Portland is greater than that from 
St. Paul to Portland and for several flights 
the times to Seattle from Helena and St. Paul 
are about the same. (One flight from St. Paul 
to Seattle takes less time than the minimum 
from Helena.) This situation is explained, of 
course, by the fact that the service from 
Helena is a local one with poor connections 
while that from St. Paul is express with good 
connections. The situation is further aggra 
vated by the circumstance that more flights 
daily (both first class and coach) are avail 
able from St. Paul to the points under con 
sideration. Thus a further time saving may 
result.10
And even though Helena is closer than St. 
Paul to such points as Denver, Salt Lake City, 
San Francisco and Los Angeles, she does not 
enjoy a time advantage. Although for some 
flights times are comparable, overall St. Paul 
is in the better position.
St. Paul is served by nine line-haul rail 
roads: Chicago, Burlington and Quincy; Chi 
cago and Northwestern; Chicago Great West 
ern; Chicago, Milwaukee, St. Paul and Paci 
fic; Chicago, Rock Island and Pacific; Great 
Northern; Minneapolis and St. Louis; Minne 
apolis, St. Paul and Sault Ste. Marie (Soo 
Line); and Northern Pacific. A wide range of 
services is available to many points in all di 
rections. A total of almost 50 trains leave 
daily with departure times well distributed. 
There are a dozen trains daily to Chicago 
(elapsed time: six and one-half to nine hours; 
fares: first class, including lower berth— 
$23.20, coach—$12.02).
About 30 intercity bus companies serve St. 
Paul (and/or Minneapolis) either directly 
cr through connections.20 There are in excess 
of ICO departures daily to many points in all 
directions. Greyhound operates six express 
buses daily to Chicago (elapsed time: 11-12 
hours; fare: $9.52).
Comparing these time and cost data with 
these earlier presented for Helena, it is seen 
that St. Paul has a far superior location for 
passenger accessibility to the nation as a 
whole. As regards the transportation of 
mail, in addition to the advantages derived 
from more frequent, faster schedules to 
closer population concentrations, St. Paul
"'For points located between Billings and Spokane 
it is possible to gain tim e by traveling in the op 
posite direction from that desired on the first 
leg of the flight. For example, on a trip to Port 
land, a combination of flights from Helena to 
Billings, thence to Portland is faster (although 
more expensive) than the direct flight.
-°Three companies—Central Greyhound, Jefferson, 
and Zephyr—operate their own buses into St. Paul.
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receives the premium air mail service (earl 
ier described) to many cities at the four cent 
rate, while Helena does not.
Some of the other factors can be treated 
under the heading of “external economies”,21 
which result from the concentration of the 
same or similar industries in a small area. 
In the case of Minneapolis-St. Paul there are 
at least 13 established life insurance com 
panies, approximately 15 fire and casualty 
companies, and many other organizations us 
ing labor of about the same skill and ma 
chinery of the same sort. Thus there is a 
large, relatively stable, total demand for 
these factors of production. Under such cir 
cumstances a pool of specialized labor tends 
to develop. Specialized machinery (such as 
digital computers) becomes available because 
there is assurance that the machinery will 
be constantly used near its capacity. And 
various service industries come into exis 
tence. To each company utilizing such ser 
vices a reduction in costs is likely to result. 
To some degree the extent to which these 
kinds of “external economies” are effective 
varies with the size of the urban concentra 
tion, with its concomitant business activity. 
The estimated population, as of July 1, 1958, 
of the Minneapolis-St. Paul metropolitan area 
was 1,407,200; that of Helena was 22,700.22 No 
further comment appears necessary.
It is also often true that where a large 
number of companies of a given type are 
clustered in a small area, a more favorable 
regulatory climate tends to exist. The ex 
tent to which this is true for insurance com 
panies in Minneapolis-St. Paul is not known.
21“Internal economies” are those associated with  
scale of operations in an individual plant or com 
pany,
—Population estimates were made by the Standard 
Rate and Data Service, Evanston, Illinois.
The state premium tax rate (foreign and 
domestic) in Minnesota is 2.00 percent as 
compared with 2.25 p e r c e n t  in Montana. 
This means that for companies domiciled in 
St. Paul, the rate in Minnesota and all other 
states not having a higher rate is 2.00 per 
cent, while for companies domiciled in Mon 
tana cities, the rate under similar conditions 
is 2.25 percent. Not taken into consideration 
are the varying offsets allowed under the 
several states’ laws.
A final advantage imputed to the St. Paul 
location is the prestige that would accrue 
to a company having its home office in a city 
of that size and that stature in the insurance 
business. The importance of this factor does 
not appear to be measurable.
Conclusion
Based on the information herein presented, 
it appears that the Western Life Insurance 
Company has finally succumbed to Montana’s 
historical nemeses—isolation and sparse pop 
ulation. But the effect of these factors was 
not felt until the company commenced mar 
keting on a national scale and until its tech 
nology advanced to the point where highly 
complex machinery and skilled labor were 
required. Evidently, the premium tax issue, 
while important, was not the principal nor 
even the controlling factor.
While Montana’s disadvantages in location 
and population are not likely to disappear, at 
least in the forseeable future, this does not 
mean that all industries are affected in the 
same way as was Western Life. A different 
combination of factors operates to determine 
the optimum location of each industry, so 
that what is a poor location for one may be a 
good location for another. Thus, there is no 
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MONTANA'S TOURIST LODGING BUSINESS
WILLIAM S. PETERS
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Introduction
During the summer of 1958 a study of 
tourist travel and expenditures was car 
ried out in cooperation with the Planning 
Survey of the Montana State Highway De 
partment and the U. S. Bureau of Public 
Roads.1 The study undertook to develop 
basic information about Montana’s tourist 
market and the travel and expenditure habits 
of tourists in Montana, which could be used 
in assessing the contribution of highway 
travel to tourism in Montana. The inform 
ation required was secured from several re 
lated surveys. These included detailed per 
sonal interviews with 293 tourist parties 
selected through a sampling of 79 motels, 
hotels, resorts, dude ranches, and camp 
grounds in the state, shorter origin-destina 
tion interviews with 9,435 outbound tourist 
parties at 17 peripheral check points in the 
state, and interviews with 239 owners and 
operators of motels, hotels, resorts, and dude 
ranches selected by a systematic sampling 
of these establishments throughout the 
state. Information from the latter survey, 
supplemented at points by data from the 
other two surveys, provides a basis for de 
scribing the scope and maior characteristics 
of Montana’s tourist lodging business.
The questionnaire employed in the survey 
of owners and operators of commercial ac 
commodations establishments sought inform 
ation on the number of occupant units in the 
establishment, the percentage of occupancy
‘The entire study, entitled Tourist Travel and E x 
penditures in Montana: A Study of Highway Bene 
fits, by William S. Peters and John S. Wright, w ill 
be published by the Montana State Highway D e 
partment.
during the summer season and its compo 
sition by tourist and non-tourist clientele, 
and by Montanans and out-of-staters. For 
establishments open year-round, information 
was obtained on the operator’s estimate of 
the proportion of business done during the 
off-season, and its composition according to 
the sources of business mentioned above. In 
addition, information was obtained on the 
usual price or range of prices charged during 
the summer season for specified kinds of ac 
commodation. The following account of the 
basic characteristics of Montana’s tourist 
lodging business has been derived mainly 
from these items of information.
Seasonality of Business
Everyone knows of the intense seasonality 
of Montana’s tourist business. The short 
ness of the summer season is the bane of the 
establishment operator’s existence. Invest 
ments, nearly as costly for summer opera 
tion as year-round, must be recouped in a 
period all too short to begin with. Should 
unseasonable weather prolong the effective 
opening of the season or hasten its close, or 
should highway construction, detours, etc. 
adversely affect occupancy for only a week 
or two, many operators are in substantial 
trouble.
A preliminary idea of the seasonality of 
tourism in Montana can be gained from 
counts by months of entering out-of-state 
traffic. June, July and August account for 57 
percent of year-round total traffic and if 
September is added, the figure rises to 67 
percent. However, we know that business 
travel accounts for some of the out-of- 
state entering totals, and that this travel
3
TABLE 1
Percentage of Entering O ut-of-State Passenger 
Vehicle Traffic by Months as Estimated by 




J a n u a r y ___ _ ______    2.3
F eb ru a ry _________________________  2.4
March ____________________________ 3.5
April _____________________________ 4.6




September _______________________  9.8
O c to b e r __________________________  6.8
November ___    4.2
December ________________________  3.2
Total ______________   100.0
in larger proportions in the fall, winter, and 
spring figures tends to restrict the apparent 
seasonality of tourist traffic as judged from 
the gross out-of-state counts. Inbound road 
side interviews conducted in June yielded 16 
percent business travelers and in September 
27 percent business as compared to 10 and 
11 percent during July and August. If one 
adjusts the monthly out-of-state entering 
counts by these figures, and assumes that 
during the remaining months of the year en 
tering traffic is composed 50 percent of busi 
ness travelers,2 the effect would be to raise 
the percent of total yearly tourist arrivals 
for June, July, and August to 67 percent, and 
these three months plus September to 78 
percent. These figures on seasonality are 
rather close to the figures obtained by ques 
tioning operators about the proportion of
“Information available since the close of the study 
suggests that this percentage is somewhat low. 
Two isolated Planning Survey studies, one in 
March and one in May, revealed the proportion of 
business travelers in these periods to be 71 percent 
and 57 percent respectively. If these figures are 
taken to apply over the off-season months, som e 
what greater seasonality of tourist traffic would  
appear. However, the difference is not great, since 
the proportion of total year-round traffic in the 
several off-season months is relatively small.
0
their yearly tourist business done in the 
three-month period from June 15 to Septem 
ber 15. These results, weighted by the num- 
br of units in each establishment, averaged 
73 percent. On balance, it seems reasonable 
to conclude that about three-quarters of the 
total yearly tourist business in the state is 
concentrated in a period of 90 to 100 days 
in the summer.
Contribution of Tourism to 
Commerical Establishment Occupancy
The importance of tourist traffic to tourist 
establishment occupancy was estimated from 
replies of operators concerning the compo 
sition of their summer season and off-season 
business. Questions were devised so that 
the contribution of out-of-state and local 
tourists to summer season and off-season 
business could be derived. Summer season 
out-of-state tourists appear to account for 
about one-quarter of yearly tourist estab 
lishment occupancy in the state, and with 
off-season business added, out-of-state tour 
ists provide one-third of year-round com-
TABLE 2
Ratios to Average Daily Seasonal Traffic for 




Period Ratio Period Ratio
6/15-6/21 ... ..... .63 6 /11-6 /20  ___..... .68
6/22-6/28  .... ...........76
6 /29 -7 /5  _. ...... 1.25 6 /21-7 /10  .. ..... 1.12
7 /6 -7 /12  ___ ...... 1.15
7/13-7/19  .. __  1.20 7/11-7 /20  ...... .... 1.16
7/20-7/26  .... ..... 1.12
7 /27 -8 /2  ___ ...... 1.00 7 /21-8 /10  ......... 1.13
8 /3 -8 /9  . . 1.16
8/10-8 /16  .... .....  1.19 8 /11-8 /20  ......__ 1.23
8/17-8/23  .... __  1.16
8 /24-8 /30  .....__  .86
8 /31 -9 /6  ...... ..... .53 8 /21-9 /12  ........... .75
'Based on vehicular counts at West Entrance and 
St. Mary Entrance, 1958; provided by Superin- 
endent’s Office, Glacier National Park.




Percentage Distribution of Commercial Tourist 
Establishment Occupancy by Season and 










Montana Tourists ......... 6.0 2.8 8.9
Out-of-State Tourists .... 24.8 8.4 33.2
Total Tourists ................  30.8 11.2 42.1
N o n -T o u r is ts______ __ 15.9 42.1 57.9
Total Occupancy ______ 46.7 53.3 100.0
Note: Individual entries w ill not necessarily add to 
totals owing to rounding.
mercial tourist establishment occupancy. 
The contribution of local tourists is not quite 
so seasonal, with the off-season contribution 
from this source amounting to almost a 
third of the yearly contribution of just under 
nine percent of total year-round occupancy. 
Altogether tourism provides a little over 40 
percent of the yearly business of commer 
cial overnight tourist accommodations places 
in the state. A few smaller hotels in Mon 
tana’s major cities and trailer courts gen 
erally do not hold themselves out as cater 
ing to tourists, and are not considered as 
part of the base of this 40 percent. Of the 
239 establishment operators sampled, 198 de 
rive or hope to derive some portion of their 
income from tourism.
Tourist Occupancy in Montana By 
Length of Stay and Type of 
Accommodation
While it is interesting to speak of the pro 
portion of all tourists who stay varying num 
bers of nights in the state, it is equally im 
portant to realize the contribution of those 
with stays of varying duration to total tourist 
occupancy in the state. While those staying 
three nights or less (from the outgoing road 
side interviews) constitute 74 percent of all 
parties, they constitute only 30 percent of 
total occupancy in the state. The latter 
figure gives added focus, indicating that 
short-time visitors comprise only 30 percent
of the market for occupancy in the state. To 
the extent that expenditures in the state are 
proportional to time spent,3 30 percent would 
be the better measure of their contribution 
to the tourist industry in Montana. By con 
trast, the group staying longer than a week 
comprise less than 10 percent of all visitors, 
but account for 45 percent of total occupancy 
in the state. Given the very limited average 
length of stay for all visitors, it does not fol 
low that the most effective means for enhanc 
ing the total tourist business of Montana lies 
in attracting more short-time visitors or even 
in increasing the length of stay of the short- 
time visitor. Each additional party sold on 
a ten-day stay is obviously worth roughly 
ten parties sold on an additional day. The 
real test lies in the cost and effectiveness of
“Expenditure data developed from the survey indi 
cated a drop in expenditures per party per day 
with additional lengths of stay. The daily expendi 
ture rate for those staying ten days or more ap 
peared to be about four-fifths of the daily rate for 
those staying only a day or two.
TABLE 4
Average Nights Spent in Montana for Parties Leav 
ing State at Seventeen Check Points Classified by 
Type of Occupancy Previous Night, and Implied 
Distribution of Occupant-Nights by Type of 
Occupancy, Summer 1958
Percentage 
Percentage Average of 
Type of of Nights Occupant-
Occupancy Parties Spent Nights
Commercial 
Motel ____________  56.3 2.9 44.0
Hotel ___  5.7 3.9 6.0
Tourist Rooms ____ 0.8 7.9 1.7
Total ___62.8 3.0 51.7
Non-Commercial 
C a m p in g ---------___ 12.5 4.5 15.2
Friends ........-.....___  3.2 5.4 4.6
Relatives _____ __  9.6 8.0 20.6
H o m e ____________ 8.1 0.6 1.3
Trailer .......... ....___1.7 11.8 5.5
Car ----------------......  2.1 1.9 1.1
Total .... ___ 38.2 4.8 48.3
All Occupancy .... ...100.0 3.7 100.0






















May ______ _____.... 112.3 112.1 114.5 120.5 101.8 104.8 104.1 108.0 88.1 89.4
June ....... . _______ U6.2 112.0 130.9 119.0 105.6 105.7 105.5 108.3 88.1 88.6
July ______ _______ 116.5 111.3 132.7 119.9 109.2 106.2 108.2 107.9 82.2 83.9
August __________  117.9 111.8 138.2 121.6 107.4 103.3 109.6 108.7 83.2 83.1
September ._______ 116.5 111.8 138.2 122.2 101.8 101.4 113.7 112.0 84.2 84.3
O ctob er___ ........... 114.4 111.5 130.9 121.9 100.0 102.2 120.5 106.4 85.1 87.2
November ._______ 113.0 112.3 127.3 124.7 96.3 96.6 113.7 106.5 92.1 91.4
December .. ........ ......  111.4 112.1 120.0 123.1 94.4 94.2 109.6 107.3 91.1 88.1
1959
January .... ............. . 107.5 113.6 109.1 118.2 92.6 93.1 102.7 101.6 90.1 90.4
February ._........... . 106.6 113.9 109.1 122.6 94.4 94.0 98.6 107.0 92.1 90.8
March ___ .......... . 107.6 114.3 107.3 125.5 96.3 97.0 100.0 107.2 92.1 91.0
April ____ _____ _ 111.7 115.2 107.3 128.0 98.1 98.9 102.7 108.0 92.1 92.1
May _____ _______  114.8** 114.6** 120.0** 126.3** 100.0** 103.0** 104.1 ** 108.0** 92.1** 93.5**
June . —....... 118.3* 114.1* 134.5* 122.3* 100.0* *100.1* 104.1 * 106.9* 91.1* 91.6*
Electric Pow er C opper Zinc C rude Oil B ank
C onsum ption4 P roduction6 P roduction6 Production® Debits
1958
U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj.
May ______ ________ ___ .. 204.3 207.2 157.3 156.5 80.4 75.1 304.1 301.1 153.1
June ............... . .. 202.2 208.7 157.8 162.7 63.9 63.3 316.6 308.6 181.5
July ____ _ 187.1 202.0 139.4 153.2 34.8 36.3 310.5 302.6 172.7
August ______ . 190.8 199.8 146.1 158.8 29.3 33.7 304.9 314.0 169.2
September ___ 191.6 196.1 157.0 168.8 28.7 30.5 313.0 328.4 199.7
O cto b er __________________ . 185.2 184.5 183.0 181.2 45.4 45.4 315.0 340.2 216.0
November . . 183.4 172.8 194.6 184.4 77.1 76.6 313.4 318.8 201.5
December .............
1959
.. 191.8 181.6 188.4 185.6 76.9 75.8 315.8 305.1 207.5
January . 189.2 182.8 166.9 163.6 68.5 69.2 319.8 316.6 188.3
February ____ _ 204.8 197.3 177.7 166.8 88.2 84.6 325.8 317.8 169.1
March . . 193.0 194.2 185.0** 177.9** 65.8 63.9 331.0 321.4 181.4
April ________ . 195.9 196.3 204.2** 192.6** 65.3 61.0 321.4 319.8 186.0
M a y _____________________
June _____









1 Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- 
month.
U nem ploym ent Compensation Commission of Montana. Number of work applicants at end of month.
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadin 
4Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota U tilities Company, Pacific P< 
users for consumption w ithin Montana, reduced to hourly average kilowatt hours per month.
5Computed from reports of U. S. Bureau of Mines. Daily average.
^Computed from reports of Oil and Gas Conservation Commission of Montana. D aily average.
^Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana cc 
Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
. f rom reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department a
- Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Se 




ct T ransporta tion
tion & U tilities T rade G overnm ent
Adj. U nadj. A dj. U nadj. A dj. U nadj. A dj.
113.7 88.2 87.7 106.7 107.2 138.5 136.4
111.2 89.1 86.8 108.9 105.2 142.0 136.3
118.9 90.0 85.7 108.6 104.3 139.7 137.1
123.4 88.6 83.6 110.0 104.9 138.5 137.4
122.1 87.3 83.9 108.3 104.0 140.1 138.3
119.2 86.8 84.6 105.6 103.8 142.8 139.4
122.8 87.3 87.7 105.6 105.5 141.2 143.8
128.2 85.9 88.4 108.0 105.9 141.2 143.6
145.3 85.0 89.4 99.7 105.3 139.3 143.2
138.9 85.0 89.7 99.4 106.3 138.5 142.3
142.5 85.4 89.8 100.3 106.1 139.3 142.3
146.6 86.8 89.1 103.3 106.2 141.2 142.3
135.6** 89.1** 88.6** 105.6 106.1 143.6** 141.5*
141.9* 90.4* 88.1* 107.5* 103.9* 146.7* 140.8*
Job
A pplicants3
(N um ber) Carloadings3
U nadj. A dj. U nadj. A dj.
1958
15,233 18,900 99.7 104.9 ___ _____  May
16,832 23,640 110.4 114.4 __________ June
11,784 21,348 109.2 111.6 ___________ July
8,772 22,903 132.0 123.4 ________ August
8,065 20,418 146.3 130.6 _____September
8,586 17,740 166.0 137.8 ________ October
13,013 15,584 151.9 129.8 _____ November
17,127 13,518 139.6 134.9 ............December
1959
20,350 11,523 121.6 136.6 _______ January
21,802 11,684 117.7 134.5 ........ . February
20,045 11,702 114.2 132.8 ________ March





131.5 138.4 ..................... May
____ _____  June
N onfarm  M ortgage Recordings (U nadj.)8
Savings 
& Loan
In su r 
ance Comm. Dept. Store
Total Assocs. Cos. Banks O thers Sales0$1,000) ($1,000) ($1,000) ($1,000) ($1,000) U nadj. A dj.
5,945 2,340 259 1,913 1,433 119.6 124.6
5,983 2,451 165 2,149 1,218 109.9 119.4
6,253 2,192 353 2,312 1,396 112.0 120.4
5,737 2,373 249 1,752 1,363 141.8 131.8
6,100 2,131 244 2,473 1,252 133.5 122.5
5,939 2,283 439 2,081 1,136 139.8 123.7
6,229 2,107 348 2,375 1,399 150.9 126.1
6,785 2,216 547 2,754 1,268 211.8 124.3
5,741 1,777 71 2,457 1,436 81.4 129.2
5,222 2,168 264 1,885 905 83.8 130.9
N.A. N.A. N.A. N.A. N.A. 108.9 142.4






A gricu ltu ra l Food
P rices10 P rices11
Livestock
U nadj.
Crops (M ay 1950=100) 
U nadj. U nadj.
1958
105.0 82.0 1 1 4 .6 ______________ ____ May
105.0 81.0 1 1 5 .1 ............. ...............:____ June
104.0 75.0 117.5 .......................... _____ July
104.0 72.0 116.7 ........... .... __ August
110.0 73.0 117.0 ..._____r............ September
110.0 74.0 11 7 .0 ________________ October
108.0 74.0 116.6 ......................... — November
108.0 75.0 113.8**____________ December
1959
107.0 73.0 113.7 ... ........................_ January
106.0 74.0 108.6 .............. ............. . February
106.0 74.0 106.2 ..............................__  March
109.0 73.0 .......  April
108.0 76.0 ___ ....... May
110.0 78.0 '____________ ____ June
t-time wage and salary workers who worked or received pay during the day period ending nearest the 15th of the
ight loaded at Montana points. Daily average.
I Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
A djusted  fo r seasonal varia tion : This m eans th a t in tra -an n u a l rep e ti 
tive fluctuations in  the  business indicators occasioned by the effects of 
es. Daily average. clim ate, custom  and convention have been allow ed for statistically .
For a  m ore com plete discussion see the Septem ber 1957 issue of M ontana 
Business Review.
al stores in Montana. Daily average. ■... . ■ ■
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TABLE 5
Percentage Distributions of Commercial Tourist Establishm ents, Occupant Units, and 
Tourist Occupancy by Area of State and Type of Locality
Establishm ent Occupant U nits Tourist Occupancy
Principal Principal Principal
Area Places1 Other Total P laces1 Other Total P laces1 Other Total
Northwestern Montana __  15 19 34.. 16 12 28 15 11 26
Central M o n ta n a _____ ...___ 24 21 45 33 12 45 34 15 49
Eastern Montana __________  8 13 21 14 13 27 13 12 25
T o t a l __________________  47 53 100 63 37 100 62 38 100
'Principal Places are those locations having 15 or more establishm ents in the original listing of 1,127 estab 
lishm ents. Those places are:
Northwestern Montana: Bigfork, Hot Springs, Kalispell, Missoula, Poison, West Glacier
Central Montana: Bozeman, Butte, Cooke City, East Glacier, Gardiner, Great Falls, Havre, Helena,
Livingston, West Yellow stone
Eastern Montana: Billings, Glasgow, Glendive, M iles City.
(Continued from page 5)
promotion directed toward the different 
groups. By the very nature of things, there 
are fewer potential ten-day stayers to reach, 
but the messages directed to them must be 
more accurately placed.
In a similar vein, we can examine the out- 
going roadside survey data by kinds of ac 
commodations used. Major interest here is 
on the commercial segment of tourist occu 
pancy (motels, hotels, and tourist rooms) as 
contrasted with non-commercial occupancy. 
About 63 percent of all visitors use motels, 
hotels, or tourist rooms, but these commer 
cial accommodations account for but 52 per 
cent of the total occupancy in the state. Al 
most half of the total nights spent in the state 
by tourists are spent in non-commercial ac 
commodations. These include chiefly camp 
ing (15 percent) and relatives and friends 
(25 percent). While users of non-commer 
cial accommodations account for but 52 per 
cent of all tourists, their average stay in the 
state is 4.8 days in contrast to 3.0 days for 
those staying in commercial establishments. 
Thus, the tourist occupancy which comprises 
two-thirds of the summertime commercial 
tourist establishment business in the state 
in turn represents only a little over one-half 
of total summertime tourist occupancy in 
Montana.
Commercial Tourist Occupancy By 
Establishment Size and Location
The achievement of a balanced sampling 
of establishments by location within the 
state permits the use of the operator inter 
view data in estimating the geographic dis 
tribution of tourist business within Montana. 
Since the establishments within each geo 
graphic division were randomly selected by 
groups of three without regard to size of 
establishment, the data can also be used to 
estimate the division of establishment capa 
city and tourist business by size of establish 
ment.
Forty-five percent of the total capacity of 
tourist establishments in Montana is found 
in central Montana, 28 percent in northwest 
ern Montana, and 27 percent in eastern Mon 
tana. Sixty-three percent of this capacity is 
found in establishments in locations having 
fifteen or more tourist establishments, which 
will be referred to hereafter as “principal 
places.” There are six such principal places in 
northwestern Montana, ten in central Mon 
tana, and four in eastern Montana. Tourist 
establishments in these principal places av 
erage 19.5 units, and in all other places in the 
state 10.3 units. The average for the entire 
state is 14.7 units.
Small establishments (8 or fewer units) 
have 15 percent of the occupant capacity in 
the state, medium size establishments (9 to
8
TABLE 6
Occupant Units per Establishment and Tourist 
Parties per Occupant Unit by Area of State, by 
Type of Locality, and by Size of Estabilshment 
for Commercial Tourist Establishments in Montana
Tourist
Occupant Parties per 
Class of Units per Occupant
Establishment Establishment Unit (%)
Northwestern Montana.. 12.2 38.1
Central Montana ............ 14.9 42.3
Eastern Montana ....... 18.1 35.6
Principal Places ___ __ 19.5 38.5
Other Places .................. 10.3 40.6
8 units and u n d e r ______ 5.6 42.2
9-15 u n i t s ____________ 11.6 53.9
16 units and o v e r ......... 33.1 31.7
All establishments 14.7 39.3
15 units) 27 percent of total capacity, and 
large establishments (over 15 units) have 58 
percent of the total number of occupant 
units. The proportions of units occupied by 
tourists differ, however, by size of estab 
lishment. Fifty-four percent of the units 
in medium size establishments are occupied 
by tourists, while the proportions are 42 and 
32 percent for small and large size establish 
ments respectively. As a consequence, the 
importance of the medium size establish 
ment to the tourist business is pointed up. 
They account for 37 percent of actual tourist 
occupancy as against 27 percent of total 
capacity. Establishments with more than 15 
units account for 46 percent and small estab 
lishments 17 percent of total tourist occu 
pancy. The division of actual tourist occu 
pancy by areas of the state and principal
versus other places follows fairly closely the 
distributions of establishment capacity. Cen 
tral Montana may run a slightly higher 
rate of tourist occupancy to total units in its 
establishments than do the other areas of 
the state.
The data strongly suggest that, in north 
western Montana, commercial tourist estab 
lishments tend to a smaller size than else 
where in the state. Nearly half of the estab 
lishments encountered in northwestern Mon 
tana had 8 occupant units or less, while this 
figure is nearer one-third for the remainder 
of the state. The average size for all sample 
establishments in northwestern Montana 
was 12.2 units, as compared with 14.9 and 
18.1 for central anda eastern Montana.
Commercial Tourist Occupancy By 
Route Location of Establishments
The number of commercial establishments, 
their total capacity, and their tourist occu 
pancy were also tabulated by major route 
systems in the state. For the purposes of this 
analysis, establishments located in cities or 
towns at the approximate intersection of 
routes belonging to two or more different 
route systems were tabulated in each of the 
route systems and the final results, which 
would then include some overlap, reduced to 
percentage terms by dividing by totals which 
included the overlap. This procedure in 
effect assumes that in establishments located 
on more than one route system patronage 
arises equally from parties traveling on the 
several route systems. While this may be 
far from the true state of affairs in individual
TABLE 7
Percentage Distributions of Commercial Tourist Establishments, Occupant Units and Tourist Occupancy
by Size of Establishment for Principal and Other Tourist Localities
Percent Establishments Percent Occupant Units Percent Tourist Occupancy
Size of Establishment Principal Other All Principal Other All Principal Other All
(Occupant Units) Places Places Places Places Places Places Places Places Places
8 and Under ............. . ... 27 53 40 8 28 15 9 29 17
9-15 34 34 34 20 39 27 30 49 37
16 and Over ............ . 39 13 26 72 33 58 61 22 46
All Establishments ... ... 100 100 100 100 100 100 100 100 100
9
TABLE 8
Characteristics of Commercial Tourist Establishm ents and Their Tourist Occupancy
by Major Routes in Montana
Route System s
East-W est East-W est North-South North-South No Major
Characteristic H i-Line Other Parks Other Route Total
Percent of Establishments ____________ . 16.5 29.6 31.8 8.1 14.0 100.0
Percent Occupant Units ................ . 16.0 37.8 30.9 10.8 4.5 100.0
Percent Tourist O ccupancy____________ 13.8 37.3 35.7 9.4 3.8 100.0
Occupant Units per E stablishm ent........ . 14.3 18.8 14.3 19.6 4.7 14.7
Tourist Parties per Occupant Unit (%). 33.7 38.7 45.4 34.1 32.9 39.2
instances, there is probably a considerable 
balancing out of errors in the totals by route 
systems. The number of establishments in 
volved in this arbitrary allocation comprises 
about 25 percent of the total in the state.
About 46 percent of all tourist establish 
ments in Montana and 54 percent of their ac 
commodations capacity are found along 
major east-west routes. These establish 
ments enjoy about 51 percent of the total 
summertime commercial tourist business in 
the state. North-south routes, with the ex 
ception of those in the very eastern part of 
the state which are only very remotely re 
lated to access to or between the two na 
tional parks, account for 32 percent of all 
establishments, 31 percent of total occupant 
capacity, and 36 percent of all summertime
commercial tourist business. The ratio of 
tourist business to total capacity in these 
establishments is somewhat larger (45 per 
cent) than the corresponding ratio on other 
route systems. For all route systems or all 
establishments combined, this ratio is 39 
percent. This greater emphasis on tourism 
along the inter-park routes is especially evi 
dent in establishments on these routes out 
side of the principal places. Generally 
speaking, establishment sizes run smaller 
along U. S. 2 and the inter-park routes than 
on other east-west routes.
Prices Charged for Lodging
The best indication of price levels for tour 
ist occupancy in Montana is provided by the
TABLE 9
Distribution of Prices Charged for Double Units for Each Area of State, Type of Locality, and Size Class of
Establishment, Commercial Tourist Establishments in Montana







$ 1.75- 3.24 _  1.7 1 6
3.25- 4.74 _  4.6 9 3 3
4.75- 6.24 _  18.3 18 12 32
6.25- 7.74 _  17.1 18 17 16
7.75- 9.24 .... 29.1 32 27 30
9.25-10.74 - -  10.3 5 15 8
10.75-12.24 _  12.0 10 16 5
12.25-13.74 _  2.3 5 1
13.75-15.24 4.6 3 8
Total —.100.0 100 100 100
Mean Price -  $8.28 $8.16 $8.89 $7.12
Type of Locality Size of Establishment
Principal Other Small Medium Large
1 2 1 2 2
6 3 7 7
6 29 30 12 8
16 18 25 12 10
28 30 23 36 29
10 11 7 13 12
20 5 4 17 20
5 3 5
8 2 3 5 7
100 100 100 100 100
$9.13 $7.54 $7.22 $9.03 $9.09
10
information given by operators on the prices 
usually charged for double units without 
meals. The range for all establishments en 
countered was from just under $2.00 to over 
$15.00, with an average per establishment of 
$8.35. Frequently encountered price levels 
range from $5.00 to $12.00. Price levels ap 
pear to be somewhat higher in central Mon 
tana and lowest in eastern Montana. More 
substantial differences in prices charged oc 
cur by size and location of establishments, 
however. The average for establishments in 
principal places was $9.13, with two distinct
clusterings of prices at the $8.50 and $11.50 
levels. This compares with establishments 
in other places averaging $7.54, with the most 
customary rates charged at $5.50 and $8.50. 
Establishments having 8 or fewer units 
were found to be charging prices averaging 
$7.22, considerably lower than medium and 
large establishments averaging $9.03 and 
$9.09. Perhaps the most typical price paid by 
tourists, in view of the distribution of actual 
tourist occupancy by establishment type, is 
$8.50 in a medium size establishment in a 
principal establishment location.
LOCAL BANK DEBITS 




U nadj. A dj.
G lendive 
U nadj. A dj.
G rea t Falls 
U nadj. A dj.
K alispell 
U nadj. A dj.
M alta 
U nadj. A dj.
Miles City 




May — 181.3 194.1 120.0 130.7 189.2 213.3 132.0 148.5 146.4 148.2 125.8 137.3 117.3 141.3 180.7 188.8
Ju n e  _ 207.0 219.0 146.1 135.5 205.0 217.4 161.4 167.6 165.6 162.0 156.5 164.6 130.3 147.7 229.2 221.0
Ju ly  _  209.0 213.9 128.3 129.5 195.6 215.6 153.8 155.8 170.3 151.5 120.4 138.2 113.3 123.3 204.6 198.4
A ug......  206.8 204.8 121.1 120.5 187.2 195.2 154.2 156.7 180.6 177.8 119.7 133.6 115.0 119.3 207.7 206.5
Sept. .. 240.8 227.6 144.9 149.2 197.4 193.7 198.7 177.1 173.6 155.7 172.3 170.2 158.7 148.3 228.4 218.4
Oct........ 266.3 232.6 151.9 142.4 281.3 241.0 202.0 170.8 172.2 164.3 212.8 167.6 218.5 156.2 223.9 207.9
Nov. .. 251.3 220.2 139.0 136.7 257.9 208.0 181.4 175.6 170.1 160.0 180.2 139.2 209.2 167.4 197.2 189.1
D ec........  264.7 252.3 152.1 144.7 238.0 211.0 187.6 193.2 169.0 164.7 182.0 153.3 173.8 152.8 223.8 219.2
1959 
J a n ......... 226.6 229.1 131.2 134.6 212.3 216.8 186.1 175.1 166.5 171.3 151.1 150.0 146.6 151.1 202.2 206.7
F eb ........  209.7 230.2 120.7 131.3 190.7 217.2 160.8 172.9 160.6 181.8 119.6 146.9 121.8 144.8 189.7 206.9
M arch 226.8 256.0 143.5 140.1 200.9 217.0 163.7 179.3 155.6 180.0 124.0 148.0 133.3 155.7 215.2 239.6
A pril .... 233.4 244.1 136.3 136.8 224.6 233.5 172.2 177.5 159.2 177.7 145.6 150.7 135.0 153.8 238.9 242.3
May .... 213.7 228.8 135.4 147.5 215.6 243.1 167.0 187.8 160.2 162.1 134.2 146.5 122.5 147.6 216.8 226.5
Ju n e  .... 232.0 245.5 146.8 136.2 219.1 232.3 176.5 183.3 181.2 177.3 140.5 142.7 131.2 148.8 248.2 239.3
A dj.—A djusted  fo r seasonal varia tion
'Com puted from  repo rts  of F ederal Reserve B ank of M inneapolis. Daily average.
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Soon to be published jointly by the Bureau 
of Government Research and the Bureau of 
Business and Economic Research is A Digest 
of Taxes for State Purposes in Montana, by 
Roy J. W. Ely, who, at the time of his death 
in May 1959, was the Chairman of the De 
partment of Economics at Montana State 
University.
This monograph contains chapters on the 
general property tax, taxes based on income
Publications Available-
Two publications, previously announced as 
in the printing process, are now available for 
distribution.
They are Public Lands in Montana—Their 
History and Current Significance, by Wil 
liam S. Peters and Maxine C. Johnson (Re 
gional Study No. 10) and A Survey of the 
Theory and Regulatory Aspects of Freight
and transfer of wealth and license taxes. 
Data furnished for each tax include the per 
tinent statutes, history, liability, assessment, 
rate, date of payment, distribution of pro 
ceeds, and administration. Also furnished 
are the revenues from the tax, by year, for 
the past two decades.
The publication will be available on re 
quest during the latter part of August from 
either Bureau.
Rate Discrimination with Special Reference 
to Montana, by Henry K. Shearer (Regional 
Study No. 11).
Copies of these bulletins are available upon 
request from the Bureau of Business and 
Economic Research, Montana State Univer 
sity, Missoula.
MONTANA BUSINESS REVIEW
August 1959 Vol. 11, No. 8
Published monthly and sent free on request 
by the Bureau of Business and Economic 
Research, Montana State University, Missoula.
Entered as second-class matter March 3, 1949, 
at the Post Office at Missoula, Montana, under 
the Act of August 24, 1912.
Bureau of Business & Economic Research 
Montana State University, Missoula 
Member, Associated University Bureaus of 
Business and Economic Research 
Henry K. Shearer, Director 
Edward J. Chambers, Associate Director 
M axine C. Johnson, Research Associate 
Jean H. Shaudys, Research Associate 
(on leave, 1958-59)
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History of the Economic Development of Billings
DORIS K. LEE
It has been said that Billings was founded 
because a city was needed about midway 
between St. Paul and Seattle and because 
eastern and south-central Montana needed 
a trade center. Be that as it may, a site 
was chosen in 1882 and rapid development 
followed.
Settlement of Montana’s eastern plains had 
been slow. During the decade of the 1870’s 
cattlemen gradually moved into that section, 
followed by homesteaders and other perma 
nent settlers. As their numbers increased, 
the demand for supplies, communication fa 
cilities, and transportation became greater 
and stage lines appeared. A stimulant to 
traffic along the Yellowstone was the advent
In view of the current controversy as to the 
relative importance of Billings and Great 
Falls, it is felt that information on the eco 
nomic development and current status of 
those cities would be of interest. To that end, 
two brief articles on their economic history 
and data permitting a comparison on the 
basis of selected criteria are presented. It is 
noted that some of the data are not current, 
especially manufacturing, retail and whole 
sale trade, and employed labor force. Un 
fortunately, there are no later comprehensive 
data available for these items.
Mrs. Doris K. Lee, the author of the article 
on Billings, is a graduate student in the 
School of Education at Montana State Uni 
versity, Missoula. Mrs. Gwendolyn M. Bu 
chanan, the author of the article on Great 
Falls, is a graduate student in the Geography 
Department at Queen’s University, Belfast, 
North Ireland. Mrs. Buchanan was a research 
assistant in the Bureau of Business and Eco 
nomic Research during the past academic year, 
having accompanied her husband, Dr. Ronald 
H. Buchanan, to this country for a one-year 
stay. Dr. Buchanan was Assistant Professor 
of Geography at Montana State University 
during that period.
of the steamboat on that river. Until the 
railroad arrived, steamers came within a 
few miles of the present site of Billings, at 
which po i n t  stagecoaches continued th e  
transport. Only the “Josephine,” in 1875, 
went upstream as far as the present-day city.1
As stage lines prospered and population in 
creased, post offices were opened along the 
way, and around these points trading posts 
and villages appeared. The first of these 
was the village of Coulson, established in 
1877 about two miles east of present-day 
Billings. It was here that the ferry to Fort 
Custer crossed the Yellowstone. In addi 
tion to the post office, a telegraph line run 
ning from Miles City through Coulson to 
Bozeman was erected by the army for the 
accommodation of Forts Keogh, Custer and 
Ellis.
By 1880 Coulson contained a two-story 
hotel, a little general store, a post office, 
telegraph office, several saloons, and a saw 
mill. About 50 people resided there.
The establishment of Billings was brought 
about by the building of the Northern Pacific 
Railway.2 The Minnesota and Montana Land 
and Improvement Company, a railroad town-
aThe “Josephine” drew only 20 inches of water, yet 
carried 300 tons. On board for this trip were the 
crew, seven officers, and 100 enlistees of the Sixth 
Infantry led by General J. W. Forsyth, and several 
professors of the Smithsonian Institute intent on 
scientific research.
'As early as 1853 efforts were made toward building 
a railroad across Montana. In that year Major 
Isaac Stevens was assigned by the U. S. government 
to make the most northerly survey for a railroad 
to the Pacific. President Lincoln signed the land 
grant charter for the Northern Pacific Railway in 
1864. The financial panic of 1873 stalled con 
struction but by 1881 the line reached Montana 
Territory. The company survey indicated that the 
Yellowstone and Gallatin Valleys were preferable 
to the route via the Milk River and Judith Basin 
selected by Stevens.
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site firm incorporated in March 1882 by 
Herman Clark and John Westbrook of Miles 
City and Thomas Kurtz of Moorhead, Min 
nesota, guaranteed to locate the railroad 
division point and shops at Billings. The 
company further promised to build an irri 
gation canal large enough to provide ample 
water supply for the new city. The location 
was north of the Yellowstone on a gently 
sloping plain near the eastern end of the 
valley. This plain, known as Clarks Fork’s 
bottom, is 65 miles long and four to ten 
miles wide. The plain, or bench, is high 
enough to be out of reach of flood waters. 
At the end of the “bottom” where the town 
is located rise precipitous bluffs and rugged 
cliffs of a yellowish sandstone formation 
which narrow the valley down to a mere gap 
about a mile wide, just below the present 
eastern border of Billings.
The choice of the actual site for Billings 
was due neither to topography nor to the 
proximity of natural resources but was the 
result of a peculiar fact connected with the 
government survey of the region. A town 
was to be founded somewhere in the area. 
In looking over the survey map of the county, 
engineers found that the base survey line 
east and west through Montana cut through 
where they wanted to start the town. The 
alternating townships which had been 
deeded to the railroad lay side by side across 
the line instead of cornering together as they 
did elsewhere. It was decided to put the 
town where the line crossed the railroad and 
thereby get two adjoining sections. Another 
reason for the choice was the necessity of a 
division point here for the railroad. The 
distance from the last division was already 
too great, but as the railroad ran through 
Indian land south of the river before cross 
ing at Coulson, it was impossible to locate 
a town farther east.3 The new city was
“Other reasons for the choice of site can be found: 
(a) “With the approach of the railroad, John Alder- 
son laid out a townsite, but held his lots so high, the 
railroad townsite company, the Minnesota and Mon 
tana Land and Improvement Company, went some 
two miles beyond for its site.” Alderson was post 
master and had a hotel in Coulson. Burlingame,
given the name of the president of the North 
ern Pacific railroad, Frederick Billings.
The Billings boom was on. It was adver 
tised in St. Paul, Chicago, New York and 
other eastern cities. In May 1882 three 
buildings marked the townsite: one to house 
railroad workers; another, a residence of a 
railroad contractor; and the third, a store. 
By October there were 150 business houses, 
100 completed homes, and many more under 
construction with additional families living 
in t e n t s  and covered wagons. Because 
Billings seemed to spring up almost over 
night, it was known for many years as “The 
Magic City”.
The residents of nearby Coulson at first 
hoped that their town would merge with the 
new one. But it soon became evident that a 
merger was not feasible and that Coulson 
could not compete with Billings. Within a 
year the hotel, brewery, three general stores, 
five saloons, and 30 other buildings vacated 
or moved to Billings. It was in this way 
that Billings’ first newspaper was estab 
lished. A. K. Yerkes had purchased a print 
ing plant from the Yellowstone Journal at 
Miles City and had the equipment freighted 
to Coulson in January 1882. In June he moved 
the firm to Billings and renamed the paper 
the Billings Post.4
Many people expected the Billings boom 
to collapse and follow the railroad construc 
tion upriver. Instead activity increased. In
M. G., and Toole, K. Ross, A History of Montana, 
Vol. II, p. 126.
(b) “Fred H. Foster, Billings mayor in 1889 and 
several times thereafter, explained, ‘The fact that 
Alkali creek commands the only practicable north 
ern outlet from the Yellowstone valley caused Her 
man Clark, president of the Minnesota and Mon 
tana Land and Improvement Company, and Fred 
erick Billings to locate Billings on its present site, 
rather than at Canyon Creek or Laurel. This in 
significant rivulet, daily seen by our people, has 
built Billings’.” Wright, Kathryn, Billings, the 
Magic City and How it Grew, p. 14.
4In 1885, when the Post merged with the Herald and 
the Rustler to form the Gazette, it had about 3,000 
readers who paid the sum of $3 a year—w hen they 
were able. At one time the editor-owner advertised 
that he would accept cord wood instead of the $3.
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September 1883 a newspaper survey found 
that the total expenditure for buildings un 
der construction and proposed in the city 
was about $150,000. The new buildings were 
almost entirely of brick and stone, much in 
contrast to the shacks, tents, and wooden 
structures of the previous year. A horse- 
drawn street railway was completed in 1883. 
The line was two miles long and the first 
in Montana.
Ranching operations in the Billings vicin 
ity were important to its early growth, as 
the city developed into a livestock shipping 
center. On September 11, 1882, the first 
shipment of cattle was made. By November 
of that year, 1,000 carloads of cattle and
7,000 head of sheep had been sent to market. 
In the 1883 season 20,000 head of cattle passed 
into and out of Billings and 600,000 pounds 
of wool were shipped east.5 This was the 
period of open range and the long drive.
Billings had been in Custer County, but in 
1883 a new county — Yellowstone — was 
created and Billings became its county seat. 
School was opened for the first time in 
September of that year. The building had 
been financed from an $8,000 bond issue plus 
a $4,000 gift from Frederick Billings. The 
city’s namesake also that year gave the new 
community its first church, the First Con 
gregational, a $12,000 structure. In the years 
that followed, the Billings family was en 
thusiastic and generous in its support of the 
city and gave to it, among other gifts, its 
present library.
During its first years water was Billings’ 
main problem. Without adequate fire pro 
tection, the flimsy frame structures were
r’Much of the Montana range is adapted to sheeprais 
ing. The census reported 2,600 sheep in Montana 
in 1870. By 1885 there were 385,000, a number that 
exceeded that of cattle. By the turn of the cen 
tury Billings was the largest primary wool market 
in the world. In 1902, 13 million pounds of wool 
were shipped from there. There was never the 
conflict between sheep and cattle owners to the 
degree found in other states. Continual opening of 
Indian lands eased the strain; certain areas were 
suited only to sheep; and many large and respected 
cattlemen also ran sheep.
hazardous. Several fires devastated whole 
blocks. Organization of the Billings Water 
Power Company came in 1885 and by the 
following year there was a sufficient supply 
of water for residential and commercial use. 
Water was taken from the river, carried
4,000 feet, and then dumped back into the 
river, giving it a fall of 13 feet. An eight- 
inch pipe was laid to the corner of Minne 
sota Avenue with smaller pipes to the settled 
parts of town. Two years later the plant 
was supplying the business houses with elec 
tric lights.
Other problems remained. Without civic 
action, garbage disposal created a health 
hazard. There were few sidewalks. The 
streets were dusty in summer and in the 
spring there was mud—“too deep to wade, 
too thick to swim”. To achieve concerted 
effort in such city matters an application was 
made to the Territorial Legislature to in 
corporate. This was granted on March 10, 
1885, although the included franchise to 
women raised a storm of protest.
By 1885 the economy of Billings was 
based upon (1) railroad shops, (2) agricul 
ture, (3) retail trade, and (4) entertainment 
—saloons, pool halls, skating rinks, and 
dance halls. Railroad construction workers 
had followed the track-laying up the valley 
and now the wildest element was the cow 
boys in town to spend their wages and have 
a good time.
Agricultural activity during this period 
began to include farming as well as stock- 
raising. Herman Clark had seen the possi 
bilities that irrigation would create and had 
promoted the first canal in the region. Built 
by his Land and Improvement Company, the 
canal was 39 miles long and cost $125,000. 
The water reached Billings in September 
1883. A few others were interested. One 
was I. D. O’Donnel, foreman for the Billings 
family ranch and later a ranch owner him 
self. In the ’80’s he experimented with “new 
fangled” crops, including alfalfa and sugar 
beets. But the greatest impetus to crop-
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raising came from nature itself. This was 
ofthe disastrous winter of 1886-87.°
Stockmen concluded that winter feed must 
be provided. As the growing of hay came to 
stabilize the stock industry and as home 
steading increased, the Yellowstone Valley 
population grew. Wheat grew well on dry 
land farms, but in the semi-arid climate irri 
gation was needed to insure a consistent re 
turn from other crops. Other irrigation 
projects followed Herman Clark’s project, 
especially after the 1894 Carey Act and later 
the Federal Reclamation Act of 1902. Now
90,000 acres in the Yellowstone Valley are 
under irrigation.
The economy of Billings today is based 
primarily on (1) farming and livestock, (2) 
oil, and (3) retail and wholesale trade. Its 
great distance from large centers—900 miles 
to St. Paul, 900 to Seattle, 600 to Denver— 
has made it commercially independent and 
helped to make it a distribution point for 
wholesalers, jobbers, and retailers. A good 
transportation system has also contributed to 
this. Three railroads serve Billings: the 
east-west Northern Pacific; the Chicago, 
Burlington and Quincy from the southeast 
direction; and the Great Northern connect 
ing with the Pacific Coast and the Midwest. 
Western, Frontier and Northwest Airlines 
supply air transportation. More airline de 
partures, 6,627 in 1957, are made at Billings
“The summer of 1886 was early and rainless and 
was followed by a severe and prolonged winter. In 
some sections it was 40 degrees below zero for two 
weeks at a time. The calamitous result w as im  
mortalized by Charles Russell in his famous paint 
ing, “The Last of Five Thousand”. The popular esti 
mate of cattlemen of the times put the loss at 362,000 
head of cattle, a 60 percent loss for the state. The 
pattern of stock raising changed. Stockmen bgan 
to raise hay. Hay acreage increased from 56,000 
acres in 1880 to 712,000 in 1900. Joseph Kinsey 
Howard wrote that, “Cowboys who had been ‘line 
riders’ in the first days of the open range, patrolling 
an unmarked boundary based on creeks or imagi 
nary lines drawn from distant buttes, became fence 
riders, w ith w ire cutters and pliers replacing the six  
shooters in belt scabboards; finally they degener 
ated into haying hands—or they quit. Most of them, 
traditionally hostile to any form of labor which 
could not be performed from a horse’s back, quit.”
than at any other point in the state. Three 
bus lines—Continental American Trailways, 
Greyhound, and Canyon Transportation — 
provide intra- and interstate service. U. S. 
Highways 10, 12, and 87 pass through Bil 
lings, an important factor to the tourist in 
dustry.
Total livestock receipts for Yellowstone 
County in 1957 were $8,916,200; total crop 
receipts for the same year were $8,197,000. 
The county leads all other Montana counties 
in cattle feeding, beet sugar, and bean pro 
duction. Sugar beets, beans, sweet corn, and 
potatoes are the principal cash crops. Cereals, 
alfalfa, irrigated pastures, and corn for 
silage are the main feed crops.
The number of cattle fattened is increas 
ing in the valley. In 1953 there were 20,000 
head; in 1957, 70,137 head. Dairying also is 
increasing.
While agriculture has increased steadily 
throughout the 77 years since Billings was 
founded, other segments of the economy have 
kept pace. One of these is petroleum. Since 
commercial oil production began in the Elk 
Basin Field in 1916, oil has been important to 
Billings. The further development of the 
Elk Basin Field during the ’40’s brought 
about the building of a 65-mile pipeline from 
that field to Billings. Though Elk Basin 
lies mostly in Wyoming, its marketing outlet 
and refining center is Billings. Extensive oil 
exploration has been done in eastern Mon 
tana in the past decade and Billings has 
been the administrative and supply point for 
this work. Billings is the largest oil re 
fining center in the Northwest. The Carter 
Oil Company’s 35,000 barrel-a-day refinery 
there is the largest. This plant, along with 
those of Continental Oil at Billings and 
Farmers Union Central Exchange at nearby 
Laurel, refined 80 percent of the total crude 
oil refined in Montana in 1958. The 530- 
mile Yellowstone pipeline for refined pro 
ducts was built in 1956 to tap the Spokane 
market. The $20 million line is owned by 
Conoco, Carter, Clack, and Union of Cali 
fornia interests. The Montana Sulphur and 
Chemical Company recently completed a 
plant in Billings to make sulphur. Gases
6
from the Conoco and Carter refineries which 
formerly were wasted or burned as fuel are 
converted to sulphur. Carter Oil opened the 
world’s first fluid coking plant in March 1955 
and produces 26,000 gallons a day.
Other leading manufacturing industries in 
addition to petroleum products are food and 
kindred products (including meat products, 
dairy products, flour and livestock feeds) 
and printing and publishing. Although Bil 
lings is not primarily an industrial city, it is 
the second ranking manufacturing center af 
ter Great Falls. Yellowstone County in 1954 
accounted for 13.1 percent (2,410) of all man 
ufacturing employment in the state and 15.6 
percent ($22.0 million) of total value added 
by manufacture. There were 84 plants clas 
sified as manufacturing establishments, of 
which six employed 100 or more workers.
Billings is the undisputed trade center of 
Montana (as well as northeastern Wyoming).
In 1954, it ranked first in Montana in retail 
sales, with $83.5 million, and in wholesale 
sales, which amounted to almost $137 million 
during that year.
Billings has increased in population in 
every decade since its founding. The greatest 
growth, percentagewise, was during the 
city’s first 30 years. Another period of ex 
pansion was 1950 to 1957. It is expected that 
growth will continue, not of boom propor 
tions, but rather a gradual expansion based 
on a sound economy. The estimated popula 
tion on January 1,1958, was 47,200.
Of importance in the future development 
of Billings is the completion (in 1958) of a 
“master plan” by the City-County Planning 
Board.
If Frederick Billings could look in on 






No nag ri cu ltu ra l Em ploym ent
Total 
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M ining
U nadj. A dj. t
1958
May _____ ________ 112.3 112.1 114.5 120.5 101.8 104.8 104.1 108.0 88.1 89.4 1:
June ____ ________116.2 112.0 130.9 119.0 105.6 105.7 105.5 108.3 88.1 88.6 l:
July ...........____ ___  116.5 111.3 132.7 119.9 109.2 106.2 108.2 107.9 82.2 83.9 1-
August _ ________ 117.9 111.8 138.2 121.6 107.4 103.3 109.6 108.7 83.2 83.1 1!
September _______ 116.5 111.8 138.2 122.2 101.8 101.4 113.7 112.0 .84.2 84.3 1!
October _ ________ 114.4 111.5 130.9 121.9 100.0 102.2 120.5 106.4 85.1 87.2 b
November _______  113.0 112.3 127.3 124.7 96.3 96.6 113.7 106.5 92.1 91.4 i :
December .................  111.4 112.1 120.0 123.1 94.4 94.2 109.6 107.3 91.1 88.1 1!
1959
January ...________107.5 113.6 109.1 118.2 92.6 93.1 102.7 101.6 90.1 90.4 1(
February .________ 106.6 113.9 109.1 122.6 94.4 94.0 98.6 107.0 92.1 90.8 f
March .... ________ 107.6 114.3 107.3 125.5 96.3 97.0 100.0 107.2 92.1 91.0 (%
A p r i l ___ ________111.7 115.2 107.3 128.0 98.1 98.9 102.7 108.0 92.1 92.1 i :
May ____ _______  114.8** 114.6** 120.0** 126.3** 100.0** 103.0** 104.1 ** 108.0** 92.1** 93.5** b
June . _______  118.3* 114.1* 134.5* 122.3* 100.0* 100.1* 104.1 * 106.9* 91.1* 91.6* r
Electric Pow er Copper Zinc C rude Oil Bank
Consum ption4 P roduction6 P roduction5 P roduction0 Debits7
1958
U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A
M a y ______________________ 204.3 207.2 157.3 156.5 80.4 75.1 304.1 301.1 153.1 1<
J u n e ______________________ 202.2 208.7 157.8 162.7 63.9 63.3 316.6 308.6 181.5 11
July ______________________ 187.1 202.0 139.4 153.2 34.8 36.3 310.5 302.6 172.7 n
August ____ __ ___ __ _____ 190.8 199.8 146.1 158.8 29.3 33.7 304.9 314.0 169.2 k
September _____ _____ _ 191.6 196.1 157.0 168.8 28.7 30.5 313.0 328.4 199.7 if
O cto b er ___________________ 185.2 184.5 183.0 181.2 45.4 45.4 315.0 340.2 216.0 ii
November _____________ 183.4 172.8 194.6 184.4 77.1 76.6 313.4 318.8 201.5 it
December _______ 191.8 181.6 188.4 185.6 76.9 75.8 315.8 305.1 207.5 is
1959
January ____________ 189.2 182.8 166.9 163.6 68.5 69.2 319.8 316.6 188.3 IE
February ..... 204.8 197.3 177.7 166.8 88.2 84.6 325.8 317.8 169.1 lfi
March _____  ________ 193.0 194.2 185.0 177.9 65.8 63.9 331.0 321.4 181.4 IS
April ____________ 195.9 196.3 204.2 192.6 65.3 61.0 321.4 319.8 186.0 IS
May ______ 192.3 195.0 173.3** 172.4** 90.3 84.4 310.9 307.8 177.8 IS
June ......................... 201.4 207.8 176.4* 181.8* 331.0 322.6 192.0 19
July ______________________ 191.1 19
Adj.—Adjusted for seasonal variation.
1Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- c 
month.
U nem ploym ent Compensation Commission of Montana. Number of work applicants at end of month.
* Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total car loadings 
^Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota U tilities Company, Pacific Po\ 
users for consumption w ithin Montana, reduced to hourly average kilowatt hours per month.
C om puted from reports of U. S. Bureau of Mines. Daily average.
^Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
^Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana coir 
Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
^Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department ant 
- P nces received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Sen  








& U tilities 
U nadj. Adj.
T rade 
U nadj. A dj.








f  113.7 88.2 87.7 106.7 107.2 138.5
[ 111.2 89.1 86.8 108.9 105.2 142.0
118.9 90.0 85.7 108.6 104.3 139.7
t 123.4 88.6 83.6 110.0 104.9 138.5
122.1 87.3 83.9 108.3 104.0 140.1
[ 119.2 86.8 84.6 105.6 103.8 142.8
122.8 87.3 87.7 105.6 105.5 141.2
; 128.2 85.9 88.4 108.0 105.9 141.2
I  145.3 85.0 89.4 99.7 105.3 139.3
f  138.9 85.0 89.7 99.4 106.3 138.5
I  142.5 85.4 89.8 100.3 106.1 139.3
146.6 86.8 89.1 103.3 106.2 141.2
135.6** 89.1** 88.6** 105.6 106.1 143.6**
f 141.9* 90.4* 88.1* 107.5* 103.9* 146.7*
1958
136.4 15,233 18,900 99.7 10 4 .9__ May
136.3 16,832 23,640 110.4 114.4 . ............. June
137.1 11,784 21,348 109.2 1 1 1 .6__ -------------July
137.4 8,772 22,903 132.0 123.4 .... _____  August
138.3 8,065 20,418 146.3 1 3 0 .6__ _ September
139.4 8,586 17,740 166.0 1 3 7 .8__ _____ October
143.8 13,013 15,584 151.9 1 2 9 .8__ ....  November
143.6 17,127 13,518 139.6 134.9 . _ December 
1959
143.2 20,350 11,523 121.6 136.6 ..... .... -  January
142.3 21,802 11,684 117.7 134.5 .... ......  February
142.3 20,045 11,702 114.2 132.8 ...._______ March
142.3 14,455 11,976 119.6 1 3 5 .4__ ...............April
141.5** 11,541 14,319 131.5 138.4 __________ May
140.8* 11,049 15,518 129.3 134.0 . ............... June









B anks O thers
D ept. S tore 
Sales9
A gricu ltu ra l Food 
P rices10 P rices11 
Livestock Crops (M ay 1950=100)
$1,000) ($1,000) ($1,000) ($1,000) ($1,000) U nadj. A dj. U nadj. U nadj. U nadj.
5,945 2,340 259 1,913 1,433 119.6 124.6 105.0 82.0 114.6 ...
1958 
.......... ........ May
5,983 2,451 165 2,149 1,218 109.9 119.4 105.0 81.0 115.1 ............. ..................  June
6,253 2,192 353 2,312 1,396 112.0 120.4 104.0 75.0 11 7 .5 _________ ____________J u ly
5,737 2,373 249 1,752 1,363 141.8 131.8 104.0 72.0 116.7 .................. _________ A u g u s t
6,100 2,131 244 2,473 1,252 133.5 122.5 110.0 73.0 117.0 _ ____  S e p te m b e r
5,939 2,283 439 2,081 1,136 139.8 123.7 110.0 74.0 117.0 .................. ................  O c to b e r
6,229 2,107 348 2,375 1,399 150.9 126.1 108.0 74.0 116.6 _________ _____ N o v e m b e r
6,785 2,216 547 2,754 1,268 211.8 124.3 108.0 75.0 113.8** .............. ..... . December
5,741 1,777 71 2,457 1,436 81.4 129.2 107.0 73.0 11 3 .7 _________
1959
_______ January
5,222 2,168 264 1,885 905 83.8 130.9 106.0 74.0 108.6 __ ............ February
N.A. N.A. N.A. N.A. N .A . 108.9 142.4 106.0 74.0 106.2 .................. ................  March
7,711 3,107 316 2,680 1,608 119.7 124.9 109.0 73.0 ..................  April








t-tim e wage and salary workers who worked or received pay during the day period ending nearest the 15th of the
sight loaded at Montana points. Daily average.
d Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
A djusted fo r seasonal varia tion : This m eans th a t in tra -an n u a l rep e ti 
tive fluctuations in the  business indicators occasioned by the  effects of 
ies. Daily average. clim ate, custom  and convention have been allowed for statistically .
For a  m ore com plete discussion see the  Septem ber 1957 issue of M ontana 
Business Review.
'al stores in Montana. Daily average. ■  ■■■■ ...
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SELECTED DATA FOR BILLINGS AND GREAT FALLS, 
YELLOWSTONE AND CASCADE COUNTIES
Yellowstone Cascade
Billings Great Falls County County
Population1
1958 Est., July 1 _____________ ________ 47,200 51,700 75,800 69,500
1950, April 1 ___________ ___________ ___ ___  31,834 39,001 55,875 53,027
1940, April 1 ........ ............ ................................ 23,261 29,846 41,182 41,999
Employed Labor Force, April 1, 19502 _ 13,097 15,367 21,402 19,742
Manufacturing, 19548
Number of Establishments ____ ________ 54 45 84 56
Average Number of E m ployees_____ 1,160 878 2,410 2,559
Value Added by Manufacture ______ $6,889,000 * $22,058,000 $27,382,000
Retail Trade, 19544
Number of Establishments .. ___  498 513 696 629
Number of Employees, Nov. 15 3,274 3,254 3,760 3,549
Sales __________________________ ___  $83,546,000 $79,884,000 $97,034,000 $87,284,000
Wholesale Trade, 19545
Number of Establishments . ___  163 111 196 139
Number of Employees, Nov. 15 ........ 1,813 1,111 2,017 1,228
Sales ............................... $136,834,000 $68,104,000 $172,544,000 $83,223,000
Motor Vehicle Registrations, 1958°
Automobiles _________ __________________ 30,313 24,625
Trucks ____________________________ ___
Commercial Aircraft Departures, 19577 






Electricity Customers, Dec. 31, 19588
Residential ____________________________












Bank Deposits, June 23, 195810 . 
Bank Debits, 1958n ___  $1,072,354,000 $832,201,000
$99,009,000 $95,792,000
*Withheld to avoid disclosing figures for individual companies.
11958 Estimate, Standard Rate and Data Service, Spot Television Rates and Data. 1950 and 1940, U. S. 
Bureau of the Census, Census of Population.
S. Bureau of the Census, Census of Population.
*U. S. Bureau of the Census, Census of Manufactures.
4U. S. Bureau of the Census, Census of Business.
U. S. Bureau of the Census, Census of Business. Excludes sales of manufacturers, except those made through 
separate sales branches, and wholesale sales made by individual farmers and ranchers, operators of mines 
and oil wells.
°Montana Registrar of Motor Vehicles.
7Civil Aeronautics Administration, Air Commerce Traffic Pattern, Calendar Year 1957.
®The Montana Power Company.
The Mountain States Telephone and Telegraph Company. Includes extension phones.
™°xrd of. Governors of the Federal Reserve System, Distribution of Bank Deposits by Counties and Standard 
Metropolitan Areas, June 23, 1958.
^Federal Reserve Bank of Minneapolis.
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History of the Economic Development of Great Falls
GWENDOLYN M. BUCHANAN
Great Falls, more than any other city of 
Montana, is a planned creation. It owes its 
existence and prosperity largely to the vision 
and effort of one man. Paris Gibson was 
exceptional among city founders of the West 
in that he was interested in building a city, 
pleasant to live in and based on a sound 
economy, as an end in itself, and not as a 
side issue to building his own fortunes. In 
spired by the potential power of the Great 
Falls of the Missouri and the suitability of 
the location for an industrial city, he set 
himself to developing the water power, 
establishing industry and attracting workers 
to it.
The area was uninhabited except for a 
recluse, who had chosen the site for its iso 
lation. When Gibson made his surveys and 
drew up his maps and plans, his enthusiasm 
for the site was based on several factors:
1. The area was totally undeveloped; 
there was then no settlement between Fort 
Benton, which had grown up as a trading 
post at the head of navigation on the Mis 
souri, and the mining towns of western Mon 
tana.
2. The river, with its steamboats, and the 
Mullan Road with its stage-coach service, 
provided transportation and communication 
to both east and west.
3. Gibson visualized the vast surrounding 
plains transformed into a rich wheat and 
livestock-producing area.
4. Power was available at the falls and 
fuel from the newly-opened Belt and Sand 
Coulee coal mines, 40 miles to the south. 
(This, Gibson saw, would be a strong in 
ducement to railway builders, since there 
was nothing but lignite obtainable across the 
midwestern states.) There was also a pos 
sibility of mineral development in the Belt 
Mountains.
Fortune favored him in several other fac 
tors: that the Giant Springs above the falls 
kept the water at an even temperature (52° 
F. all the year round), preventing seasonal 
freeze-up and loss of power; that his faith 
in the productiveness of the hinterland was 
justified; and that he had strong financial 
backing and support in J. J. Hill, the rail 
way financier.
Gibson wrote to a friend that it would be 
difficult to find another spot in all of the 
great northwestern empire as advantag 
eously situated as Great Falls for the cen 
tralization of commerce and industry and at 
the same time for the creation of a beauti 
ful residential city.
Had Gibson not chosen or been inspired 
by the site for Great Falls it is possible— 
even probable in view of the water power— 
that a town would have been situated there 
sooner or later in any case. But it is highly 
improbable that without the vision and 
energy of Gibson and the enthusiasm and 
support of Hill, it would have become what 
it is today—one of the two largest cities in 
Montana, the leading manufacturing center, 
and a principal nodal point in the rail net 
work of the state.
Gibson first saw the falls in 1880, his in 
terest having been aroused by Lewis and 
Clark’s account of them. He was interested 
in water power and mining because of his 
earlier experiences in Minneapolis. He had 
the site surveyed in 1882, and communicated 
with Hill, who was interested in the area 
from the point of view of possible railway 
development. After several meetings, Hill 
was convinced of the soundness of Gibson’s 
scheme, and formed a partnership with him 
to acquire land and water rights around the 
falls. From 1882 until 1885 the venture was
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a personal enterprise, owned and operated 
by Gibson and Hill, but in 1887, they formally 
incorporated under the title of the “Great 
Falls Water Power and Townsite Company”.
The townsite having been platted and laid 
out, the first major problem was to attract 
citizens to it. Save for the recluse of 1882, 
only one other person occupied a cabin on 
the site in 1883 (all other prospective resi 
dents having returned to “civilization” for 
the winter) and he suffered an unwelcome 
visitation from a band of Nez Perce Indians 
during the season. The first frame house 
was put up in 1884, by Gibson’s surveyor. 
There were fifteen houses in 1885.
Gibson set about providing the amenities 
he thought a city should have to provide com 
fortable living and to attract more citizens. 
He had a diviner from Minneapolis provide 
artesian wells to supply water for the first 
residents and later proposed a plan to bring 
pure water from the river for domestic use 
and to provide fire protection. He began 
building a hotel in 1885—the “Park”—a two 
and one-half story structure with 25 rooms. 
He arranged the setting up of a sawmill, as 
procuring lumber for building was proving a 
problem. He was insistent on the importance 
of tree culture in the new town, both for ap 
pearance and to provide shade in the sum 
mer. He organized a municipal tree nursery 
and levied a small tax to provide young trees 
and have them planted and cared for. He 
also insisted on having space for parks in 
his city plan, and a properly laid-out ceme 
tery. In 1886 he aided in the establishment 
of a local newspaper, being one of the in 
corporators of the Great Falls Tribune; and 
to cater to the financial needs of his citizens 
he was instrumental in organizing the First 
National Bank of Great Falls. The Townsite 
Company built the first bridge in 1888—a 
toll bridge which was later sold to the county.
Gibson argued that favorable freight rates 
would foster the milling industry which he 
planned to establish, attract more industries 
and bring more settlers (thus increasing 
traffic), and encourage the development of 
the mines to the south. In turn, cheap coal
could be obtained for the running of the 
railroad.
A visit to Great Falls in 1884 persuaded 
Hill that the proposition was sound and he 
decided forthwith to extend his Great North 
ern line westward before the other com 
panies could start building branch lines 
across Montana. He was held up for three 
years, however, by the federal government’s 
refusal of right-of-way across Indian and 
military reservations in North Dakota. So in 
1886 he financed a company under J. C. 
Broadhurst to build a line from Butte and 
Helena to Great Falls, thus holding the 
field against competition until his Great 
Northern branch line reached Great Falls in 
October 1887 and providing the new town 
with rail links in two directions instead of 
one. The Butte and Helena branch line was 
completed the following year, plus exten 
sions to the mining areas of Baker and Nei- 
hart and to the coal field at Sand Coulee. 
Gibson’s faith in these ventures was justi 
fied, though he had charged that the interests 
of Great Falls citizens were taken up with 
the development of their smelting industry 
to the exclusion of “all this immense mining 
business . . . which . . . will be tributary to 
Great Falls, and will be the most powerful 
factor in the growth of our promising young 
city”.1 Within a year the mining settlements 
were booming and Sand Coulee coal was 
being marketed 600 miles to the east and sup 
plying 40 percent of the Great Northern 
Railway needs. By 1893 Cascade County 
had become the leading coal-producing area 
in Montana, largely due to the extensive de 
velopment by the Great Northern at Stockett 
and Sand Coulee.
A second need was industry to provide 
employment for an increase in population. 
Gibson and Hill’s Water Power and Townsite 
Company set about developing the water 
power from the falls. In 1889, the Boston and 
Montana Consolidated Mining Company was 
contemplating building a new smelter and 
investigated possible sites on the Big Hole
’Handford, J. C., Paris Gibson, A Montana Yankee 
(Master’s Thesis), Montana State University, 1952, 
p. 43.
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and Jefferson Rivers. They finally chose 
Great Falls, however, because of its larger 
and more reliable water supply, its potential 
electric power, and the proximity of the 
coal mines at Belt and Sand Coulee—thus 
concurring in Gibson’s assessment of the ad 
vantage of the site. The new railroad was 
an added attraction. Together with the Silver 
Mining Company of Butte, the Boston and 
Montana Company made a contract with 
Gibson and Hill for the construction of the 
Black Eagle Dam to provide power for a 
smelter to be built adjacent to the dam. 
Power was to be developed in stages from
1,000 to 5,000 H.P. and was also to be used 
for street lighting in the town. The rock- 
filled crib-dam was completed in 1891. 
Copper concentration began in 1892, followed 
by roasting furnaces, Bessemer converters 
and a blast furnace for retreatment of con 
verter slag, the latter installed in 1893. An 
electrolytic copper refinery and furnace re 
finery were built in 1892, so that complete 
processing from ore to finished shapes of re 
fined copper could be carried out at Great 
Falls. In 1890 the mining companies laid a 
narrow-gauge track from G r e a t  Falls to 
Lethbridge to bring Lethbridge coal to the 
smelters. In 1893 the coal mine at Belt was 
purchased. It was used to supply the smelter 
until the 1930’s when coal was replaced by 
natural gas for this purpose. In 1888, the 
Montana Smelting and Refining Company 
set up a silver-lead smelter at Giant Springs, 
to process ore from the Neihart area. It 
survived only until 1899.
Gibson was more interested in the use of 
power for milling, however, and he was de 
termined to establish a flour milling indus 
try, maintaining that Great Falls could be 
come the center of a great wheat-producing 
area. He was so convinced of this that by 
1885 he had founded the Cataract Milling 
Company and had a dam and a mill con 
structed, though prior to 1882 almost the 
only spring wheat that had been produced 
in Montana was the result of an experiment 
Gibson himself had carried out on his ranch. 
Even by 1892 there was not enough wheat 
grown in the entire state to keep a large mill
operating for a single day.2 In spite of this, 
by his conviction and enthusiasm, Gibson 
persuaded a former associate, the vice presi 
dent of the Washburn-Crosby Flour Milling 
Company of Minneapolis, to build another 
mill at Great Falls as a personal enterprise; 
when it was incorporated as the Royal Mill 
ing Company, several associates joined him 
in it. The Townsite Company built another 
dam in 1893 to supply power for the Royal 
Milling Company.
A meat-packing plant was begun as a small 
partnership business in 1885 and incorporated 
in 1890. Its plant was remodeled in 1915 to 
make it then the largest packing plant be 
tween the Twin Cities and the West Coast, 
and one of the first in Montana with re 
frigeration facilities.
In order that his new city should have 
political autonomy, Hill in 1887 proposed 
and effected the creation of a new county 
(Cascade) with Great Falls as the county 
seat. In 1888, he was unanimously elected 
mayor, a position which he held for many 
years.
Thus by the early nineties Gibson’s city 
was firmly established on a sound economic 
basis, providing impetus for further growth. 
Later developments have vindicated many 
of Gibson’s judgments, and other elements 
which he could not have foreseen have also 
contributed to the city’s success. As a com 
mercial and industrial center, a city, once 
established, draws more industry and com 
merce to itself. Great Falls was the result 
of a unique and timely combination of na 
tural advantages and human enterprise. The 
site challenged Gibson’s creative ability and 
experience at a time when such individual 
talents could still be expressed in city build 
ing and design; and when the site of a city 
could still influence routes of communica 
tion instead of being influenced by them. 
Thus Great Falls, though situated between 
the main lines of two transcontinental rail 
routes (the Great Northern and the Mil 
waukee) yet attracted a radial network of 
railroads (and later highways) to it, in a
13
Tbid., p. 83.
state where the pattern of routeways is 
dominantly east and west and secondarily 
north and south. Gibson’s early association 
with Hill, the railway builder, and his power 
to influence him were the human factors in 
this achievement on which rests much of the 
city’s success, for transport is vital to eco 
nomic growth.
Later Developments
Transportation. In 1907-8 the Billings and 
Northern Railroad constructed its line from 
Billings to Great Falls, tapping the Judith 
Basin country. It proved so successful that 
a branch line was built in 1912-13 by the same 
company, from Mocassin to Lewistown and 
the Milwaukee Road completed the line from 
Lewistown to Great Falls. Today Great 
Falls is served by branches of both the Mil 
waukee and the Great Northern.
The first commercial air flight on record in 
Montana was made from Great Falls in 1928 
by National Park Airways. An air service 
was inaugurated in 1931 between Great Falls, 
Billings, and Sheridan and Casper, Wyoming, 
by the Wyoming Air Service. Both these 
airlines were later acquired by Western Air 
Lines, which continues to operate into Great 
Falls. Northwest Airlines extended its 
service to Great Falls in 1942. The city also 
has three charter air services.
Three buslines — Greyhound, Glacier 
Transportation, and Intermountain Trans 
portation—service Great Falls, which is 
located at the junction of U.S. Highways 87, 
89, and 91.
In 1942 Great Falls was chosen as the site 
for a U.S. Air Force training base. It was 
named Malmstrom Air Force Base and was 
established as a permanent institution in 
1954. It has since become the largest single 
unit of employment in the area, with an 
annual payroll of about $20 million.
Electric Power. Other power plants on the 
Missouri River followed the Black Eagle 
venture—Rainbow Dam, completed in 1910, 
and Ryan Dam in 1915. Power from the Rain 
bow plant was supplied to the mines and re 
duction works at Butte and Anaconda, and to
the towns. Ryan Dam supplied power to the 
Milwaukee Road, electrified from Harlow- 
ton, Montana to Avery, Idaho.
In 1930 Morony Dam was constructed and 
in 1957 Cochrane Dam was completed. These 
five hydroelectric plants in the Great Falls 
area — Black Eagle, Rainbow, Cochrane, 
Ryan and Morony—have a combined gen 
erating capacity of 220,000 kilowatts. All, 
of course, are owned and operated by the 
Montana Power Company, which acquired 
the Great Falls Power Company (successor 
to Gibson and Hill’s Water Power and Town- 
site Company) in 1929.
Manufacturing. In 1910 the property of the 
Boston and Montana Mining Company was 
taken over by the Anaconda Copper Mining 
Company and in 1916 a plant was completed 
for the production of electrolytic zinc from 
Butte ore concentrated at Anaconda. In 1918, 
a ferro-manganese plant was constructed, 
also using Butte ore; and in the same year a 
mill for the manufacture of copper rods, 
wire and cable was completed. In 1955 an 
aluminum rod-rolling mill was added.
Thus, while Great Falls failed to develop 
into a great mining center, as Paris Gibson 
had predicted, it has become an important 
mineral smelting and refining city.
In 1909 the Cascade Mill and Elevator Com 
pany was built by the T. C. Powers inter 
ests. The present largest milling company 
in the state, the Montana Flour Mills Com 
pany, centers in Great Falls. In 1916, with 
the cooperation of the Montana Power Com 
pany, they built the Sapphire Flour Mills 
there. In spite of these developments, much 
of Montana’s wheat goes out of the state for 
milling and Great Falls has not developed 
into the flour milling center Paris Gibson 
anticipated. Wheat production is important 
in the surrounding area, however.
A more recent development which further 
added to the prosperity of Great Falls was 
the discovery of oil and natural gas in the 
Kevin-Sunburst-Cut Bank area north of the 
town. This provided a new industry in the 
shape of oil refining and also provided 
cheaper fuel in the form of natural gas, to 
supply existing industries and for domestic
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consumption. In 1928, 111 miles of pipe were 
laid to bring a supply of natural gas from the 
Kevin-Sunburst field to the town. Another 
line was laid from the Cut Bank field to 
serve the Anaconda reduction plant in Great 
Falls. The Phillips Oil Refinery at Black 
Eagle produces gasoline and many other 
derivatives such as asphalt for street paving.
Largely as a result of its extensive metal 
processing industry, Great Falls ranks as the 
leading manufacturing city in Montana. In 
1954, in Cascade County, there were 56 manu 
facturing establishments, four with 100 or 
more employees. During the same year, 
13.9 percent (2,559) of all manufacturing em 
ployees in the state were at work in the 
county and 19.4 percent of the total value 
added by manufacture ($27.4 million) oc 
curred in Cascade County plants.
Trade. As a trade center, Great Falls ranks 
second to Billings in the state, serving a wide
area in north-central Montana, a prosperous 
agricultural and oil-producing area. Retail 
sales by Great Falls merchants amounted to 
$79.9 million in 1954. Wholesale sales during 
the same year were approximately $68.1 
million.
A good index of a city’s economic growth is 
population increase. It was estimated that 
in 1885 the city had about two hundred in 
habitants. By 1890—the first census taken in 
Great Falls—there were 3,949; and in 1950, 
the last official census year, there were 
39,214, a nine-fold increase in 60 years. Since 
1950, considerable growth has occurred. An 
estimate as of January 1, 1958, places the 
city’s population at 51,700.
The recent completion of a “master land 
use plan” by the City-County Planning 
Board augurs well for the future develop 
ment of the city and its surrounding area.
LOCAL BANK DEBITS
(1947-1949 =  100)
Billings B utte  G lendive G rea t Falls K alispell M alta Miles Cit.y M issoula
U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj.
1958 
Ju n e  .... 207.0 219.0 146.1 135.5 205.0 217.4 161.4 167.6 165.6 162.0 156.5 164.6 130.3 147.7 229.2 221.0
Ju ly  __ 209.0 213.9 128.3 129.5 195.6 215.6 153.8 155.8 170.3 151.5 120.4 138.2 113.3 123.3 204.6 198.4
Aug. 20S.8 204.8 121.1 120.5 187.2 195.2 154.2 156.7 180.6 177.8 119.7 133.6 115.0 119.3 207.7 206.5
Sept. 240.8 227.6 144.9 149.2 197.4 193.7 198.7 177.1 173.6 155.7 172.3 170.2 158.7 148.3 228.4 218.4
Oct........ 266.3 232 6 151.9 142.4 281.3 241.0 202.0 170.8 172.2 164.3 212.8 167.6 218.5 156.2 223.9 207.9
Nov. 251.3 220.2 139.0 136.7 257.9 208.0 181.4 175.6 170.1 160.0 180.2 139.2 209.2 167.4 197.2 189.1
Dec. .... 264.7 252.3 152.1 144.7 238.0 211.0 187.6 193.2 169.0 164.7 182.0 153.3 173.8 152.8 223.8 219.2
1959 
Jan . ..... 226.6 229.1 131.2 134.6 212.3 216.8 186.1 175.1 166.5 171.3 151.1 150.0 146.6 151.1 202.2 206.7
Feb. . 209.7 230.2 120.7 131.3 190.7 217.2 160.8 172.9 160.6 181.8 119.6 146.9 121.8 144.8 189.7 206.9
M arch 226.8 256.0 143.5 140.1 200.9 217.0 163.7 179.3 155.6 180.0 124.0 148.0 133.3 155.7 215.2 239.6
A pril ... . 233.4 244.1 136.3 136.8 224.6 233.5 172.2 177.5 159.2 177.7 145.6 150.7 135.0 153.8 238.9 242.3
May . 213.7 228.8 135.4 147.5 215.6 243.1 167.0 187.8 160.2 162.1 134.2 146.5 122.5 147.6 216.8 226.5
Ju n e  .... 232.0 245.5 146.8 136.2 219.1 232.3 176.5 183.3 181.2 177.3 140.5 147.7 131.2 148.8 248.2 239.3
Ju ly  .... . 224.8 230.1 142.0 143.3 203.2 224.0 169.6 171.8 181.7 161.6 128.6 147.6 139.6 151.9 270.3 262.2
A d j .—A djusted  fo r seasonal varia tion
'C om puted from  rep o rts  of F edera l R eserve B ank  of M inneapolis. D aily average.
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With this issue we are pleased to introduce 
to our readers Dr. Paul B. Blomgren, who this 
month assumed the deanship of the School 
of Business Administration at Montana State 
University. He succeeds Dr. Albert T. Hel- 
bing, Acting Dean during the 1958-59 year, 
who has accepted an overseas assignment in 
Indonesia.
Dean Blomgren came to Montana from 
Michigan State University, where he was 
Associate Professor of Marketing and Trans 
portation. He has worked with a number of 
business firms and cities as a consultant in 
the fields of industrial traffic management, 
urban transit rates, and motor transportation
and with the Michigan State Highway De 
partment as a consultant on education and 
training. His publications include articles 
and reports on many phases of transportation 
and management training.
Dr. Blomgren holds B.A. and M.A. degrees 
in economics from the State University of 
Iowa and the D.B.A. degree in transportation 
from Indiana University.
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The Business School and the Business Comm unity—A Team
PAUL B. BLOMGREN 
Dean, School of Business Administration 
Montana State University, Missoula
It is indeed a pleasure for me to have the 
opportunity of meeting with you today and 
speaking to you briefly. I have certain funda 
mental convictions about the role of a school 
of business administration. It is about these 
convictions that I wish to talk with you. Let 
us begin by talking about faculty.
First and foremost, the School of Business 
Administration at your State University is 
dedicated to excellence in teaching. We are 
committed to do everything in our power to 
provide the best education possible for those 
young people interested in business. The pri 
mary requisite for a faculty member on our 
staff is that he or she be a well-qualified indi 
vidual who loves teaching. It is not enough 
that the individual have advanced degrees 
and be professionally competent; he must be 
able to communicate his knowledge to the 
students. He must also have a sincere interest 
in the individual. I am happy to say that we 
have a staff of such people now. We also have 
some vacancies which we are in the process 
of filling, and this standard is the first and 
most important one applied to the prospective 
faculty member.
There is another requisite of a faculty mem 
ber in the School of Business Administration. 
He must have more than a textbook interest 
in business. He must be interested enough in 
business and business problems to want to 
work with the business community in Mon 
tana. He must be interested in coming to 
grips with real business problems through re 
search or other activity in the business com 
munity. He must genuinely like to work with 
businessmen. In this way he will not only 
contribute of his knowledge to the business 
community, but will also learn about Montana 
business and its problems. Then, in his class 
room he will be able to illustrate the applica 
tion of basic principles to real situations. An 
individual of this type constantly grows in
ability and stature. He becomes more valu 
able to the School and to business.
We also expect our faculty to be interested 
in research, both basic and applied. The first 
and most important step in the solution of any 
problem is to determine what the problem 
actually is. There is an old saying which in 
many cases is correct. I do not remember the 
exact wording, but the thought is that once 
you understand the problem, the solution is 
usually easy. We must do the problem type of 
research first, before known techniques of 
solution can be applied.
As Dean, what do I expect of the faculty? 
I expect academic competence as indicated by 
attainment of advanced degrees. I expect a 
genuine interest in teaching and in the stu 
dent. I expect an ability to communicate 
knowledge orally and in writing. I expect 
more than a textbook interest in business. I 
expect a willingness to come to grips with 
business problems through research and 
otherwise. Only with this kind of faculty 
can we be certain that the college students of 
Montana obtain the type of education they de 
serve and you desire. Except for ability to 
teach, I do not expect that each individual 
faculty member be outstanding in every one 
of these characteristics. Such an individual is 
indeed rare. However, I do expect that the 
faculty as a team be outstanding in this re 
gard. I am pleased that we have such a faculty 
now, and other members of equal strength 
will be added in the near future. Only with 
this kind of a faculty can we carry our share 
of the load on Montana’s educational team as 
well as our share of the load in work with the 
business community.
Now let us turn our attention briefly to the 
curriculum. The objective of our curriculum 
is not to turn out specialized technicians. 
There are really two objectives, as I see it, and 
neither fits this mold. The first objective is
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to provide a strong foundation of basic know 
ledge which will make possible the rapid 
erection of specialized skill through experi 
ence and in-service training. This philosophy 
is opposed to the proliferation of course after 
course on specialized techniques. In the de 
velopment of capable executive manpower 
the University and business must act as a 
team, each doing that for which it is best 
equipped. We are best equipped to provide 
fundamental knowledge and to show the in 
terrelationship between different functional 
areas. For example, the Business School is 
best equipped to show how accounting is use 
ful as a management tool in purchasing, pric 
ing, selling and all the functional areas of a 
business operation. We have the students 
studying these many functional areas simul 
taneously and over a short period of time. On 
the other hand, you are far better equipped to 
teach about your specific techniques, the 
problems peculiar to your firm or industry, 
and the specific operation of a firm in your 
particular environment. If we were to at 
tempt such specific instruction our product 
would be useful to a very limited number of 
firms. Many times the business community 
seems to desire this specialized type of train 
ing, and the student thinks he needs no ad 
ditional training. Let’s face facts. He must 
have more training through experience. At 
twenty-one or twenty-two years of age I 
doubt that you had “arrived” either.
While I am on this subject, let me also point 
out that we feel it important to have the stu 
dent take a considerable amount of work in 
liberal arts. It is not enough to start the stu 
dent down the road of earning a livelihood. 
We must also help him down the road of liv- 
ing. He needs to have knowledge of the so 
ciety in which he lives, its government and its 
people. He needs to be exposed to the fine 
arts so that he may also advance in his cul 
tural development. This we feel is important
enough to warrant 50 percent of the curricu 
lum.
The second objective is to teach the student 
to reach understanding by thinking. We want 
him to be critical and analytical. We want
him to practice wading into a problem until he 
finds the real heart of the matter, to analyze 
it and think it through to a solution. We hope 
that he will be critical enough not to accept 
a solution just because it has been done that 
way since World War I. We want him to be 
willing to work until he finds the method 
which most fits the conditions of the prob 
lem at hand. By all odds this is the most dif 
ficult thing to achieve. For some unknown 
reason people resist thinking as though it 
were a contagious disease. I hope it is con 
tagious! This objective again demands that 
students not be taught a technique by rote. 
It demands they be taught about techniques 
and how to pick and choose among them. You 
can help in this process. When you hire our 
product, force him to continue thinking. Don’t 
let him stop and attain a one-track mind. Give 
him problems within his range, but ones 
which challenge his ingenuity and make him 
use his mind. After all, it is primarily his 
mind you are hiring. If all you want is brawn, 
there is no need to spend so much time, money 
and effort educating him.
Thinking is of little value without the 
ability to communicate. Many of our most 
vexing problems in business, as well as life, 
result from poor communication. We are at 
tempting to improve the ability of the stu 
dent to communicate. Join the team. When 
you hire this student and utilize his ability to 
think, also insist that he practice communi 
cating those thoughts clearly. Do not accept 
garbled communication of ideas.
There are other areas where the School of 
Business Administration in your State Uni 
versity and the business community can be a 
team. With the type of faculty to which I 
have referred, the School is interested in 
analyzing what your problems are here in 
this state. Through research based on per 
sonal contact the faculty desires to help you 
evaluate these problems and work toward 
their solution. In a number of projects, op 
erated primarily through our Bureau of Busi 
ness and Economic Research, we are now 
conducting research into several pertinent 
areas. We hope to greatly expand this pro-
4
gram. However, gentlemen, this has to be 
a team effort. You have to want our partici 
pation, to be willing to work with us and dis 
cuss your problems freely. If you do not 
want us to team up with you, then we can be 
of no service to your segment of the business 
community. Individual faculty members have 
also worked in this area of responsibility. 
They will continue to do so in the future.
It is not enough that the School of Business 
Administration be willing to analyze basic 
problems through research and otherwise. We 
must also *try our level best to communicate 
to you the results of that analysis. We must 
also communicate to you the latest develop 
ments for solving these problems. This we 
are doing in part through the medium of the 
Montana Business Review. Here we are try 
ing to present as many findings as possible in 
addition to useful data to help you analyze the 
present and forecast for future operations. 
We also publish short monographs from time 
to time which go into more detail on specific 
questions. It is my hope that this program 
can be increased as soon as it is feasible. We 
also attempt to communicate through the 
medium of conferences, workshops, seminars,
etc. Here on a person to person, face to face, 
basis we are more able to thoroughly discuss 
many problems. Somehow people get the 
idea that their education is complete about 
age twenty-three and such conferences are 
not for them. Nothing could be further from 
the truth and more detrimental to their con 
tinued progress. The very fact that you are 
attending these meetings shows that you are 
interested in continuing to learn. This is prob 
ably another case of those who need the ser 
mon never coming to church. It is my hope 
that the conference-type programs, geared to 
fit your actual needs, can be expanded in the 
future—if you want such activity. Here again 
we must be a team. If you have no real in 
terest, such efforts are doomed to fail.
There are other areas we could cover, but 
that is another chapter for another day. My 
basic point is that the School of Business Ad 
ministration and the business community are, 
and must be, a team. First, we are interested 
in the same people—you, and your sons and 
daughters. Second, we are interested in the 
same problems—your problems. We wish to 




EDWARD J. CHAMBERS 
Associate Director, Bureau of Business and Economic Research 
Montana State University, Missoula
In the Nation  . . .
In October the current business expansion 
will be eighteen months old. This is approxi 
mately one-half the average length of cyclical 
expansions in the postwar period. In the 
earlier months of the recovery, particularly in 
late 1958 and the early months of 1959, in 
creases in output were rapid as pools of idle 
men and resources were drawn into the pro 
ductive process. However, in recent months 
nonagricultural employment has been rising 
about as rapidly as output, a trend that was 
evident even before the steel strike com 
menced in mid-July. Measured by expendi 
ture flows during the period of recovery, the 
strongest positive force in the current period 
of economic expansion has come from con 
sumer outlays, construction, inventory ac 
cumulation, and government spending.
The main force behind the expansion to 
date has been the strength in three segments 
of private demand; two (consumer expendi 
tures and construction awards) represent 
goods for final use and the other (inventory 
accumulation) a rebuilding of the supply of 
goods in business pipelines. Consumer de 
mand has risen sharply and its increase has 
kept pace with the rise in personal income. 
Personal savings as a percent of disposable 
personal income remained approximately con 
stant through the first three quarters of 1959. 
The notable feature of consumer behavior in 
1959 has been renewed interest in the pur 
chase of durable goods. Automobile demand, 
which was sluggish in the winter months, 
lived up to market anticipations as the year 
progressed and advanced in a manner con 
sistent with a period of sharply rising income. 
The vigorous market for consumer durables is 
a broadly-based one, and has been evident also 
in household appliance sales, the capital 
equipment used by the housewife. The spurt 
in purchases of consumer durables readily
shows up in the growth of consumer install 
ment indebtedness. From July of 1958 through 
July of the present year total consumer credit 
outstanding has risen by $4.3 billion, with in 
stallment loans accounting for $3.4 billion of 
the total. Undoubtedly the willingness of 
households to assume an increasing volume of 
installment debts has been one of'the prime 
factors in the economic expansion.
Buoyant household spending is also ap 
parent in purchases of nondurable goods and 
of services. Consumer interest in textiles and 
apparel and in leather products has been more 
marked than at any time in recent years.
A second integral part of the current ex 
pansion phase is construction. In past months 
private construction contract awards for com 
mercial and industrial building have moved 
ahead rather strongly, while residential con 
struction, which gave so much force to the 
expansion last fall and winter, has shown 
signs of levelling off. The strength of resi 
dential construction in the early phases of this 
cyclical expansion is additional evidence of 
the favorable outlook of consumers who have 
shown a strong preference for houses as well 
as durable goods during the upturn. The most 
recent statistics on quarter to quarter changes 
in mortgage credit outstanding show con 
tinuously larger absolute increases in the debt 
outstanding. While private construction has 
moved upward, public outlays, though not 
expanding, have displayed considerable high- 
level stability.
The other chief factor in the private sector’s 
recovery to date has been inventory accumu 
lation. During the first half of 1959 the physi 
cal volume of business inventories was built 
up at an annual rate of slightly over $8 billion. 
The rate of accumulation in the second quar 
ter was even higher but this reflected the at 
tempts of many business establishments to 
hedge against the steel strike. Third quarter 
statistics will probably show that the rate of
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build-up in business inventories was sharply 
reduced in reaction to the effects of the steel 
strike. The present aggregate relationship 
between inventories and sales is quite con 
servative and for comparative purposes is 
sharply lower than it was at the time of the 
two recent steel strikes in mid-1952 and mid- 
1956.
The rise in government expenditure for 
goods and services made the greatest contri 
bution to recovery in the third and fourth 
quarters of 1958. In the first half of this year, 
this stream of expenditure has added little to 
the expansion in output.
Employment and Prices
As indicated in the opening paragraph of 
this review, nonagricultural employment has 
picked up quite sharply in recent months 
after a typically sluggish recovery in the 
earlier months of the expansion. Seasonally- 
adjusted nonagricultural employment in July 
was 4 percent above the levels of last Janu 
ary and in recent months unemployment, 
after allowing for seasonal factors, has fallen 
to 5 percent of the labor force from the record 
postwar highs registered in the summer of 
1958.
The country has experienced approximately 
a year of price stability with both the con 
sumers’ price and wholesale price indexes 
displaying little upward or downward change 
during these months. In the consumer index 
increases in rent and transportation costs 
were offset by lower food prices, while within 
the wholesale index industrial prices con 
tinued to creep upwards offsetting lower farm 
and processed food prices. The one signifi 
cant difference between price movements in 
the current recovery from those in the early 
phases of the 1954-57 expansion is the more 
favorable supply situation in the base metals, 
cement, and glass which has so far barred a 
price surge similar to that experienced in the 
earlier period. Pressures on the price level 
are likely to increase in the near future; as 
expansion continues it will be necessary to 
utilize less efficient resources in the produc 
tive process and with demand heavy sellers
will be less conscientious in striving for lower 
unit costs. The results of steel and copper in 
dustry negotiations may be another element 
in overall price level changes as the year pro 
gresses and as we move toward collective 
bargaining arrangements scheduled for other 
industries in the months to come.
Similarities and Differences 
With 1954-55
There are a number of notable similarities 
between the present expansion and the initial 
phase of the immediately preceding cyclical 
expansion in 1954-55. One has been the strong 
consumer preference for houses and durable 
goods, associated with relatively abundant 
funds for mortgage loans and installment 
credit. Increased corporate liquidity, a high 
volume of personal saving, reduced business 
demand for credit accommodation and capital 
funds, and a policy of monetary ease by Fed 
eral Reserve authorities all have combined to 
make funds more readily available for con 
sumer use. Of course, in the current ex 
pansion automobiles have played a less sig 
nificant role than in 1954-55, but other forms 
of consumer durables have displayed some 
what more strength. Business spending for 
plant and equipment also has picked up only 
gradually in 1959, as was the case in 1955. The 
bottom in capital spending in both downturns 
occurred some months later than the trough 
in aggregate economic activity. This family 
resemblance extends also to prices. In the 18 
months following upon cyclical recovery in 
September 1954 there was a period of stability 
in the consumers’ price index and an increase 
of only one percent in the index of wholesale 
prices. Again in 1958-59 we have experienced 
more than a year of approximate stability in 
both measures of price level change.
There are two significant differences, how 
ever, between 1958-59 and 1954-55. One is ap 
parent in inventory movements. In contrast 
to 1954-55, inventory accumulation in 1958-59 
has played a more important role in the ex 
panding output of goods and services, both 
(Continued on page 10)
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u n aaj. A d j . Unadj. Adj. U nadj. Adj. Unadj. Adj. Unadj. Adj. Unad. i
June 116.2 111.6 130.9 118.2 105.6 103.7 105.5 108.3 88.1 85.1 133.3Ju ly -  116.5 111.0 132.7 118.2 109.2 103.7 108.2 107.9 82.2 83.2 147.1 !
August 117.9 111.1 138.2 118.2 107.4 101.8 109.6 108.7 83.2 84.2 157.5 !
Septem ber 116.5 110.8 138.2 120.0 101.8 101.8 113.7 112.0 84.2 85.1 156.3 i
October 114.4 111.4 130.9 120.0 100.0 100.0 120.5 106.4 85.1 87.1 141.4 1
November 113.0 112.2 127.3 121.8 96.3 98.1 113.7 106.5 92.1 91.1 126.4
December . 111.4 112.9 120.0 123.6 94.4 98.1 109.6 107.3 91.1 89.1 104.6 '1959
January 107.5 114.0 109.1 129.1 92.6 94.4 102.7 101.6 90.1 90.1 100.0 1February ... 106.6 114.4 109.1 129.1 94.4 96.3 98.6 107.0 92.1 93.1 89.6March 107.6 115.1 107.3 131.8 96.3 97.8 100.0 107.2 92.1 92.1 96.6 '
A pril .... 111.7 115.6 107.3 128.5 98.1 97.8 102.7 108.0 92.1 91.0 129.9
May 114.8 114.3 120.0 124.4 100.0 101.9 104.1 108.0 92.1 91.4 149.4
June 118.5** 113.8** 132.7** 119.3** 101.8** 100.3** 101.4** 105.2** 93.1** 89.7** 162.r
Ju ly 118.0 112.4 136.4 120.6 107.4 102.6 102.7 102.4 92.1 93.6 170.1 .
August 118.8* 111.9* 140.0* 120.1* 103.7* 98.6* 102.7* 101.9* 91.1* 92.9* 165.5’
Carloadings1 










u n aaj. Adj. Unadj. Adj. U nadj. Adj. Unadj. Adj. Unadj. Adj. Unadj.
June 110.4 113.1 123.6 116.1 157.9 162.8 64.9 64.2 316.6 309.5 181.5July 109.2 112.3 120.4 115.8 139.6 153.4 35.0 36.5 310.5 308.0 172.7
August 132.0 120.3 132.8 123.5 146.1 158.8 29.7 34.1 304.9 309.2 169.2
Septem ber 146.3 127.0 137.7 130.6 157.0 168.8 29.2 31.1 313.0 316.8 199.7
October . 166.0 132.0 138.6 137.8 182.9 181.1 46.0 46.0 315.0 319.8 216.0Novem ber _ 151.9 133.7 147.9 135.4 192.8 182.7 89.1 88.6 313.4 316.2 201.5
December . 
1959
139.6 142.2 142.4 148.5 178.9 176.2 85.7 84.4 315.8 314.9 207.5
January 121.6 148.6 136.5 155.3 166.9 163.6 68.5 69.2 319.8 318.8 188.3February 117.7 154.2 142.0 157.6 177.7 166.8 88.2 84.6 325.8 324.5 169.1
March 114.2 137.1 137.4 151.6 185.0 177.9 65.8 63.9 331.0 331.0 181.4April 119.6 135.4 145.6 150.4 204.2 192.6 65.3 61.0 321.4 323.3 186.0May 131.5 142.9 152.7 147.0 173.3 172.4 93.2 87.1 310.9 311.8 177.8June 129.3 132.1 152.9 143.0 176.4 181.8 93.0 92.1 331.0 323.9 192.0July 134.5 139.2 157.2 151.6 175.3 192.6 88.7* 92.6* 341.9 339.9 191.1
August ______
Seasonally-adjusted figures revised. Adj.—-Adjusted
188.4
for seasonal variation.
'C om puted from estim ates of Unem ploym ent Compensation Commission of M ontana. Estim ates include all fu ll- a 
month.
-Unemploym ent Compensation Commission of M ontana. N um ber of w ork applicants a t end of m onth.
•'Computed from kilow att hour sales of M ontana Pow er Company, M ontana-D akota U tilities Company, Pacific Pc( 
users for consumption w ithin M ontana, reduced to hourly average kilow att hours per m onth.
Computed from reports of Board of Railroad Commissioners of the S tate  of M ontana, comprising total carloadir^ 
^Computed from  reports of U. S. B ureau of Mines. Daily average. Revised.
6Computed from  reports of Oil and Gas Conservation Commission of M ontana. D aily average
7Computed from reports of Federal Reserve Bank of M inneapolis, based on data from  banks in 16 M ontana com- 
8Federal Home Loan Bank Board. N onfarm  m ortgage recordings of $20,000 or less.
-Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 departm ent and . 















(N um ber) 
U nadj. Adj.
E lectric Pow er 
Consum ption3 
U nadj. Adj.
.1 89.1 86.8 108.9 105.8 142.0 136.3 16,832 21,253 202.2 197.5
1958 
.... June
.4 90.0 85.9 108.6 104.7 139.7 137.1 11,784 18,270 187.1 197.6 July
.7 88.6 85.0 110.0 104.2 138.5 137.4 8,772 17,721 190.8 196.3 August
.5 87.3 84.5 108.3 103.3 140.1 138.3 8,065 16,629 191.6 195.9 ___ . September
.5 86.8 85.4 105.6 103.6 142.8 139.4 8,586 15,332 185.2 196.4 .....  October
0 87.3 86.4 105.6 104.2 141.2 143.8 13,013 14,556 183.4 191.6 November
.3 85.9 87.3 108.0 105.3 141.2 143.6 17,127 14,108 191.8 193.7 December
5 85.0 88.6 99.7 106.7 139.3 143.2 20,350 13,223 189.2 1 8 4 .8 __
1959
January
4 85.0 88.6 99.4 107.7 138.5 142.3 21,802 13,173 204.8 191.9 ... February
.5 85.4 89.4 100.3 106.9 139.3 142.3 20,045 13,067 193.0 189.6 .... March
5 86.8 89.6 103.3 105.9 141.2 142.3 14,455 11,936 195.9 187.6 April
5 89.1 89.0 105.6 105.6 143.6 141.5 11,541 13,085 192.3 183.5 ........ May
.3** 92.3** 90.1** 108.6** 105.4** 146.3** 140.4** 11,049 13,742 201.4 195.5 - .... June




93.2* 89.6* 109.4* 103.5* 138.5* 
N onfarm  M ortgage Recordings (Unadj.)8
Savings Insur- 
& Loan ance Comm.
Total Assocs. Cos. Banks Others 
($1,000) ($1,000) ($1,000) ($1,000) ($1,000)
5,983 2,451 165 2,149 1,218
137.4* 7,777 15,370
A gricultural 
Dept. Store P rices10
Sales'* Livestock Crops 
U nadj. Adj. U nadj. U nadj.




.1 6,253 2,192 353 2,312 1,396 112.0 121.1 104.0 75.0 July
.2 5,737 2,373 249 1,752 1,363 141.8 125.9 104.0 72.0 August
.1 6,100 2,131 244 2,473 1,252 133.5 123.7 110.0 73.0 . September
.5 5,939 2,283 439 2,081 1,136 139.8 125.0 110.0 74.0 ___ October
.5 6,229 2,107 348 2,375 1,399 150.9 127.3 108.0 74.0 November
.8 6,785 2,216 547 2,754 1,268 211.8 127.4 108.0 75.0 December
.4 5,741 1,777 71 2,457 1,436 81.4 130.2 107.0 73.0 .
1959
January
.1 5,222 2,168 264 1,885 905 83.8 130.5 106.0 74.0 February
.8 N.A. N.A. N.A. N.A. N.A. 108.9 135.8 106.0 74.0 March
.4 7,711 3,107 316 2,680 1,608 119.7 125.5 109.0 73.0 April
.3 7,222 2,885 223 2,939 1,175 121.9 124.9 108.0 76.0 . May
.5 7,062 2,967 219 2,821 1,055 126.9 139.1 110.0 78.0 ______ June
.0
.5
*—Preliminary * *—Revised 
t-time wage and salary workers who worked or
125.4 136.0 108.0 
received pay during the day
79.0 ............... ....................... July
August
period ending nearest the 15th of the
nd  Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial 
freight loaded at Montana points. Daily average.
es. Daily average.
il stores in Montana. Daily average.
A djusted for seasonal variation: This m eans th a t in tra-annual repeti 
tive fluctuations in  the business indicators occasioned by the  effects of 
clim ate, custom and convention have been allowed for statistically. 
For a  m ore complete discussion see the Septem ber 1957 issue of M ontana 
Business Review.
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relatively and absolutely. During 1955 physi 
cal stocks were built up at a considerably 
slower pace while it has already been indi 
cated that the stock of goods in the pipelines 
grew sharply during the first half of this year. 
The second distinction, and one to which we 
shall turn in a moment, can be recognized 
in monetary and financial developments. The 
upward movement in the structure of in 
terest rates has been sharper in 1958-59 than 
in 1954-55.
The National Outlook
There appears little question now that there 
is sufficient strength in real economic forces 
to carry the present expansion into the latter 
part of 1960 at the very least. The actual du 
ration of the current cyclical expansion will 
be determined by factors which cannot yet 
be seen even in dim outline.
One element of importance to output in the 
coming months will be inventories. The pro 
longed steel strike has produced a situation in 
which many industries are now carrying on 
with a bare minimum stock condition so that 
the rebuilding of inventories will play a major 
part in determining the level of economic 
activity once a strike settlement has been 
agreed upon. The present inventory situation 
is very conservative. For example, monthly 
sales by manufacturers and distributors are 
presently running at a rate about $10 billion 
higher than at the trough of the recent busi 
ness decline, an increase of almost 20 percent. 
Aggregate stocks of goods are presently about 
$5 billion over their recession low, an increase 
of 6 percent. Given the improvement of sales, 
business will almost certainly wish to carry 
larger stocks. What this points to once strike 
settlements have been reached is a fairly 
lengthy period of substantial inventory ac 
cumulation. This rate will probably not 
exceed the $8 billion recorded in the first half 
of this year so that stock accumulation will 
not make any added net contribution to Gross 
National Product over that recorded in the 
first half of the year, but the real meaning of
inventory behavior in the forthcoming 
months is the favorable environment it will 
create for final product demand. Production 
for stock will swell output, increase demands 
for labor and materials and add to personal 
income.
Additionally, business expenditures on 
plant and equipment are now increasing. The 
most recent evidence provided by surveys of 
capital appropriations and investment in 
tentions indicates that this segment of final 
demand is picking up momentum and will 
continue to expand over the coming twelve 
months. This type of spending in 1959 will 
exceed 1958 levels by approximately 10 per 
cent, and we may look forward to a substan 
tial upward surge in 1960.
We may anticipate significant changes in 
the composition of total output over the 
coming months. As suggested, inventory 
change and business capital outlays will be 
substantial plus factors. Private nonresi- 
dential construction, particularly industrial 
and commercial building, will show increases 
but we can expect a decline in the volume of 
residential construction. The latter will re 
flect once again, as in 1952-53 and 1956-57, the 
inability of FHA and VA mortgages to attract 
investible funds during a period of rising in 
terest rates.
During the months to come consumer out 
lays for nondurables and services will con 
tinue to increase. The question mark is con 
sumer durables. The entry of the big three 
auto makers into the smaller car field will 
be the major development in the new model 
year. Some experience with sales will be 
necessary, however, before it can be deter 
mined whether the smaller American models 
are diverting demand from the lower-priced, 
standard-size, domestically-produced models, 
or from foreign-produced economy cars. The 
prospects are that these models will divert 
demand in one of these two ways rather than 
providing any net addition to the market for 
automobiles in 1960. There is little likelihood 
either of further increases in consumer pur 
chases of household appliances, the other 
major component of the durable demand. The
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anticipated falling off in residential construc 
tion is one influencing factor here.
Another consideration applying to the en 
tire durable market, however, is the situation 
that is now developing on both the supply 
and demand side of the consumer credit 
market. On the demand side, the very sub 
stantial increase in consumer installment 
credit in 1959 and the prospect that further 
increases in disposable personal income will 
be more moderate makes it unlikely that con 
sumers will feel in a position to assume added 
outstanding debt at anything approaching the 
rate of recent months. Further, consumer 
credit in the twelve months from mid-1958 to 
mid-1959 benefited from the ready avail 
ability of bank credit and the generally liquid 
state of the economy. Credit conditions have, 
however, tightened markedly in recent 
months and corporate liquidity will be cur 
tailed by anticipated capital expansion pro 
grams and the inventory build-up. Funds for 
consumer credit will be less readily available. 
Due to both demand and supply conditions the 
growth in net extensions of consumer credit is 
likely to slow and with it the market in con 
sumer durables.
Monetary Conditions
But it is to the money and capital markets 
that we may look for really spectacular de 
velopments in the months ahead. Let us see 
why this is the case. As expansion progresses, 
the demand for short-term credit from the 
private sector of the economy will increase. 
Business will require accommodation for two 
purposes: (1) to build up inventories and (2) 
to finance an enlarged program of capital 
spending. The restocking of inventories is 
always associated with increased demands for 
credit to carry the larger stock. In contrast, 
a major part of the growth in capital expendi 
ture will come from retained earnings, but a 
residual share will have to be financed ex 
ternally. Now the typical course of action 
would be to raise the bulk of these funds by 
the sale of long-term debt obligations but the 
present state of the long-term bond market 
can at best be described as unsettled. At the
present time there is great investor reluctance 
to commit investible funds at long-term due to 
the price level risk, that is the possibility of 
further deterioration in the purchasing power 
of the dollar. Industry will, in the coming 
months, be forced to resort increasingly to in 
terim bank financing, hoping to fund these 
loans in a more receptive bond market at a 
later date.
Prospects for consumer credit demand have 
already been discussed. Clearly the evidence 
points to some net increase in the demand for 
funds for this purpose.
But an additional strong demand for short 
term credit will come from the Federal Gov 
ernment. During the next twelve months, 
even assuming buoyant economic conditions, 
the Federal Government will have to raise 
some $10 billion in new cash, approximately 
three-fifths of which must be raised before 
the end of 1959. Unless there is a reversal in 
the current net cash-ins of savings bonds the 
amount of new money to be raised will be 
even larger. The Treasury will have to come 
to market for an additional $77 billion to re 
finance present outstanding short-term obli 
gations and to refund old debts which will 
come due during this time. The fact is that 
the present state of the Federal budget forces 
an increase in the public debt, requires the 
raising of new money, and so places an added 
strain upon markets for credit and capital. 
There is no surplus with which to retire even 
a small part of the debt, place cash in in 
vestors’ hands and allow them to increase the 
supply of loanable funds for private borrow 
ers. At the most optimistic we can expect only 
a precarious budget balance at a time when 
a surplus is desperately needed. The gravity 
of this situation is dramatized by the fact 
that the present ceiling of 4*4 percent on new 
issues of government securities with a ma 
turity exceeding five years effectively rules 
out raising monies by the sale of long-term 
securities. The current yields on outstanding 
securities in this maturity range are substan 
tially greater than the 4 *,4 percent ceiling that 
Congress refused to raise at the recent session. 
The Treasury must rely for its financing pri 
l l
marily upon short-term issues whose chief 
market consists of commercial banks. The 
fact that nonfinancial corporations will be re 
ducing their Treasury bill holdings over the 
coming months to provide funds internally 
for their capital expansion programs is a fac 
tor forcing further Treasury reliance upon the 
commercial banks.
Now the Federal Reserve System could pro 
vide commercial banks with additional re 
serves to meet Treasury financing require 
ments, but if the central bank took this course 
of action it would abdicate its public responsi 
bility in the area of money and credit. To 
feed the commercial banks with reserves to 
underwrite Treasury financing would simply 
add to the money supply in a period of rising 
prices and high-level output and employment. 
At the best inflationary pressures would be 
increased, while at the worst it would be in 
terpreted as a sign that the central bank had 
abandoned its efforts to preserve the purchas 
ing power of money and that the nation could 
not responsibly manage its financial affairs. 
One, among many sobering facts, is to consider 
the international and domestic complications 
that would follow if foreign nations came to 
generally doubt our fiscal responsibility. At 
the present time, foreigners hold approxi 
mately $16 billion of demand obligations pri 
marily in the form of bank deposits and short 
term promissory notes with a maturity of 60 
days or less. Should there be a flight from 
the dollar as foreigners sought greater safety 
for their holdings in other financial centers, 
our loss of monetary gold to finance the trans 
fer of these funds would bring on a major 
liquidity crisis.
To summarize: additional demands for 
short-term credit in the coming months will 
come from business, households and the Fed 
eral Government for the reasons indicated. 
There will not be a sufficient increase in the 
supply to prevent a spectacular rise in short 
term rates. There is a strong likelihood of 
rigorous credit rationing by lenders and a rise 
in interest rates to their highest level in 
decades. Some indication of what is in store 
for interest rates in the United States may be
gotten by a glance at recent changes in the 
cost of short-term money north of the border 
in Canada. There the central government’s 
budgetary position bears many resemblances 
to that in the United States and its current de 
ficit has placed a tremendous burden upon 
that country’s money market. In recent weeks 
the yield on newly-issued 91-day Treasury 
bills has consistently fluctuated around 6 per 
cent. In mid-September the Canadian Treas 
ury was forced to undertake a refunding op 
eration that included a one-year note and a 
19-month non-callable note priced to yield 
6.55 and 6.61 percent respectively.
Before too long American borrowers may 
face similar market conditions and costs. It 
is going to be very difficult for them to ob 
tain needed credit accommodation and if the 
experience with restrictive monetary actions 
in 1956-57 is at all indicative, the directional 
effects of credit restriction will weigh heavily 
upon small and intermediate-sized enter 
prises. Certainly some re-examination of in 
ventory and capital expenditure plans will be 
made.
It is still too early to say what independent 
influence these monetary developments will 
have upon the course of business activity, but 
there is no doubt that with the Federal Gov 
ernment entering strongly into the short 
term market for funds their availability for 
private spending will be more limited and 
their costs markedly higher. All of us must 
face up to the serious possibility that the 
monetary situation will come to dominate the 
entire near-term economic horizon. All of us 
must also face up to the fact that the Federal 
Government must do two things: (1) so man 
age its fiscal affairs as to yield a substantial 
cash surplus in periods of high-level employ 
ment and output; (2) manage the public debt 
in a manner which moderates rather than in 
tensifies economic instability.
In M ontana . . .
State-wide indicators of business activity 
generally reflect the expansion in Montana 
business activity during the past twelve
12
months. Employment, personal income, car- 
loadings, retail sales, production and bank 
debits have shared in an upswing that has 
characterized both the farm and nonfarm seg 
ments of the state’s economy. The most 
notable gains have been recorded in farm in 
come and production, bank debits, the re 
duction in unemployment and growth in the 
volume of construction activity.
The outlook for the coming months is one 
of a slowing-down in our rate of expansion. 
The basis of further growth lies in the non- 
agricultural economy which must show suf 
ficient strength to overcome the reductions in 
farm income caused by significantly lower ag 
ricultural production this year. Since farm 
income alone accounts for from 15-20 percent 
of total state income, this factor will limit 
the pace of business advance. A survey of 
the current economic situation follows.
Employment and Wages
Nonagricultural employment in August 
was approximately 1 percent above August 
of 1958. Since the early spring of this year, 
however, there has been a distinct levelling 
out in nonfarm employment. Unemploy 
ment as measured by the number of active 
job applicants, was one-third lower than the 
corresponding 1958 period prior to the min 
ing and lumbering strikes. The areas which 
principally accounted for the growth in priv 
ate job opportunities were contract construc 
tion, mining, transportation and public util 
ities. Contract construction has been the most 
active in seeking new employees, reflecting 
both the large public construction program, 
especially in highways, and the rapid rate 
of residential and nonresidential private 
building. Manufacturing employment has 
not kept pace with the growth in total 
jobs. The numbers engaged in both durable 
and nondurable manufacturing are below 
year ago levels. Within durable manufactur 
ing, lumber and timber products was the only 
segment to exceed year ago employment 
levels. However, in the months before the
August copper strike total durable manu 
facturing employment was improving more 
than seasonally. The expansion in nonagri 
cultural employment has also been limited by 
the failure of mining employment to recover 
as well as base metal output. Employment 
in Butte mining operations prior to the strike 
was much lower than two years ago. Several 
of the underground mines which are more 
labor intensive than open-pit operations have 
not been reopened.
Data from the State Unemployment Com 
pensation Commission indicate that average 
weekly earnings have risen by about 5 percent 
in all manufacturing industries though in 
mining there has been no change and some 
decline has occurred in nonrail transportation 
and the utilities. The net result of these di 
verse trends indicates very little change in 
personal income from these sources over year 
ago experience.
Output
Industrial production during the year to 
date in the state has reflected the good mar 
ket for timber products and the higher rate 
of base metal consumption. Recovery in in 
dustrial production during 1959 is further evi 
denced by the improvement in the con 
sumption of electric power which in July was 
about 8 percent above that in July of 1958. 
The rapid pace of new housing construction 
and the recent excellent national recovery in 
durable manufacturing have both been felt 
in Montana. At the present time, however, 
the lumber industry is plagued by a very high 
level of inventories together with signs of 
price weakness that will require reduction in 
the rate of output. This situation is further 
complicated by less-favorable market pros 
pects owing to the virtually certain decline in 
housing starts, so that some time may be re 
quired to bring production and stocks into a 
better balance with final demand. In the case 
of copper, conditions are quite different. Cop 
per and brass users anticipated the strike and 
accordingly hedged by building up large 
stocks. These are now being drawn upon and
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the longer settlement is delayed the greater 
will be restocking requirements during the 
fall months. That the pinch in supply is 
starting to become apparent is indicated by 
the upward pressures upon copper prices dur 
ing September.
Beyond doubt the most dynamic force in 
Montana’s economy in recent months has been 
construction, both public and private. Both 
the number and value of construction permits 
exceed tho*e granted in the corresponding 
period of 1958. The volume of construction 
put in place also has been running sharply 
ahead of last year at the same time. This ex 
pansion is widely dispersed geographically 
with its effects apparent in the employment 
market of virtually every center of the state. 
The residential real estate market has been 
good, with nonfarm mortgage recordings 
running well ahead of a year ago.
Agricultural Production and Income
The most recent estimate is for a 1959 all 
wheat crop of approximately 79 million bush 
els, some 20 percent less than in 1958 and 17 
percent under the ten year 1948-57 average. 
It will, in fact, be the smallest crop since 1949. 
Barley production will be about 6 percent 
under last year’s output. For the minor crops 
production in 1959 also will be below 1958 
levels. Movements in the prices received by 
Montana farmers and ranchers are a second 
important determinant of the size of cash re 
ceipts from farm marketing. Crop prices in 
August were slightly above year ago levels 
while livestock prices have held quite steady 
throughout the past twelve months. A third 
element in farm cash receipts is government 
payments under the farm program. These 
will be lower than last year owing to elimi 
nation of the reserve acreage benefit. A glance 
at farm expenses suggests that they will again 
be higher. Prices paid for commodities, ser 
vices, interest, taxes and wages have ad 
vanced since the beginning of the year.
Net farm income then will certainly be 
lower during the coming months, occasioned 
principally by a lower level of crop pro 
duction. Rising expenses and reduced gov 
ernment payments will also contribute to the 
reduction in farm income from 1958’s very 
high level, which was exceeded only by the 
all-time record farm income of 1951.
Retail Sales 
A higher rate of personal income payments 
has led to marked gains over comparable 
periods in 1958. Department store sales in the 
first seven months were 9 percent above the 
comparable 1958 months and this increase was 
equally apparent in both eastern and western 
Montana. Sales of new passenger cars through 
August were slightly more than one-quarter 
higher than in the first eight months of last 
year, with 53 of Montana’s 56 counties sharing 
in the increase. Household appliances have 
been in generally strong demand. Sales of 
new trucks were up by one-third, indicative of 
increased capital investment by farmers in 
equipment during the current year.
Money Turnover and Savings 
Bank debits is a statewide business indi 
cator that has displayed a striking gain dur 
ing the current cyclical expansion in Montana 
business. Debits in 16 Montana cities in July 
and August were running about 11 percent 
over those recorded in the comparable months 
of last year. The demand deposits of all Mon 
tana banks as of June 10,1959, were $28.5 mil 
lion, or just over 7 percent above the level of 
June 23, 1958. Business demands for credit 
accommodation are very heavy and install 
ment loan demand is also large, reflecting the 
high level of consumer spending for all types 
of commodities.
Available indicators suggest that the 
growth in personal savings has kept pace with 
rising state personal income. Between the 
bank call dates of June 23, 1958, and June 10, 
1959, the time deposits of all Montana com 
mercial banks rose by $20.6 million, or 20 per 
cent,. while savings account balances in state- 
chartered savings and loan associations rose 
by 12 percent in the comparable period. Life 
insurance sales have been markedly higher 
than a year ago.
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LOCAL BANK DEBITS
(1947-1949 =  100)
B illings B u tte  G lendive G rea t Falls K alispell M alta M iles C ity M issoula
U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. 1
1958
Ju ly 209.0 214.5 128.3 131.6 195.6 215.0 153.8 158.9
Aug. 206.8 213.9 121.1 131.8 187.2 211.5 154.2 159.5
Sept. . 240.8 223.1 144.9 140.4 197.4 212.0 198.7 170.6
Oct. _ 266.3 230.0 151.9 142.9 281.3 231.3 202.0 174.3
Nov. _ 251.3 229.5 139.0 140.4 257.9 214.2 181.4 177.0
D ec........
1959
264.7 246.5 152.1 140.4 238.0 213.6 187.6 180.7
J a n ........ 226.6 229.1 131.2 133.2 212.3 202.9 186.1 173.6
Feb. 209.7 232.2 120.7 128.6 190.7 206.1 160.8 175.4
M arch 226.8 237.5 143.5 138.8 200.9 207.5 163.7 181.5
A pril _ 233.4 244.9 136.3 140.2 224.6 228.0 172.2 185.0
M ay _ 213.7 240.1 135.4 148.8 215.6 242.8 167.0 191.1
Ju n e  _ 232.0 238.9 146.8 133.1 219.1 228.2 176.5 181.2
Ju ly  „ 224.8 229.8 142.0 146.1 2032 222.8 169.6 175.0
A ugust 230.9 240.3 





222.6 254.1 179.1 186.4
170.3 158.1 120.4 144.3 113.3 135.5 204.6 202.4
180.6 163.7 119.7 146.0 115.0 134.7 207.7 204.4
173.6 156.8 172.3 156.1 158.7 147.4 228.4 205.2
172.2 161.4 212.8 165.3 218.5 156.9 223.9 205.0
170.1 160.5 180.2 148.6 209.2 153.6 197.2 200.4
169.0 159.6 182.0 150.0 173.8 149.5 223.8 209.5
166.5 168.0 151.1 146.2 146.6 146.4 202.2 210.2
160.6 177.6 119.6 140.0 121.8 148.0 189.7 222.1
155.6 183.3 124.0 146.4 133.3 154.8 215.2 224.4
159.2 197.8 145.6 164.1 135.0 153.6 238.9 252.8
160.2 171.0 134.2 150.1 122.5 144.6 216.8 230.6
181.2 174.1 140.5 135.2 131.2 144.0 248.2 235.9
181.7 168.6 128.6 154.7 139.6 168.8 270.3 267.9
205.0 184.7 133.1 164.7 139.7 165.9 244.1 240.0
A dj.—A djusted  fo r seasonal v aria tio n
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LOCAL BANK DEBITS 
(1947-1949 =  100)
Billings B u tte  G lendive G reat Falls K alispell M alta Miles City M issoula
U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. V nadj. A dj.
1958
Ju ly 209.0 214.5 128.3 131.6 195.6 215.0 153.8 158.9
A ug....... 206.8 213.9 121.1 131.8 187.2 211.5 154.2 159.5
Sept. .... 240.8 223.1 144.9 140.4 197.4 212.0 198.7 170.6
O ct........ 266.3 230.0 151.9 142.9 281.3 231.3 202.0 174.3
Nov. .... 251.3 229.5 139.0 140.4 257.9 214.2 181.4 177.0
Dec. 264.7 246.5 152.1 140.4 238.0 213.6 187.6 180.7
1959
Jan . 226.6 229.1 131.2 133.2 212.3 202.9 186.1 173.6
Feb. 209.7 232.2 120.7 128.6 190.7 206.1 160.8 175.4
M arch 226.8 237.5 143.5 138.8 200.9 207.5 163.7 181.5
A pril ..... 233.4 244.9 136.3 140.2 224.6 228.0 172.2 185.0
May .... 213.7 240.1 135.4 148.8 215.6 242.8 167.0 191.1
Ju n e  ... 232.0 238.9 146.8 133.1 219.1 228.2 176.5 181.2
Ju ly  ... 224.8 229.8 142.0 146.1 203.2 222.8 169.6 175.0
A ugust 230.9 240.3 128.0 141.1 222.6 254.1 179.1 186.4
170.3 158.1 120.4 144.3 113.3 135.5 204.6 202.4
180.6 163.7 119.7 146.0 115.0 134.7 207.7 204.4
173.6 156.8 172.3 156.1 158.7 147.4 228.4 205.2
172.2 161.4 212.8 165.3 218.5 156.9 223.9 205.0
170.1 160.5 180.2 148.6 209.2 153.6 197.2 200.4
169.0 159.6 182.0 150.0 173.8 149.5 223.8 209.5
166.5 168.0 151.1 146.2 146.6 146.4 202.2 210.2
160.6 177.6 119.6 140.0 121.8 148.0 189.7 222.1
155.6 183.3 124.0 146.4 133.3 154.8 215.2 224.4
159.2 197.8 145.6 164.1 135.0 153.6 238.9 252.8
160.2 171.0 134.2 150.1 122.5 144.6 216.8 230.6
181.2 174.1 140.5 135.2 131.2 144.0 248.2 235.9
















’Com puted from  reports of Federal Reserve B ank of M inneapolis. Daily average.
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MONTANA'S PERSONAL INCOME
MAXINE C. JOHNSON  
Research Associate, Bureau of Business and Economic Research 
Montana State University, Missoula
There is always considerable interest in 
the personal income estimates, by states, pre 
pared by the U. S. Department of Commerce’s 
National Income Division.1 The figures, avail 
able for each year since 1929, reflect the 
long-run growth of consumer income (and 
markets), as well as shifts in its geographic 
distribution. Breakdowns by source of in 
come reveal shifts in industrial makeup at 
the national, regional, and state levels. Per 
capita income figures give an indication of 
the level of individual income in the various 
regions and states.
The estimates also provide a measure of 
the effect of cyclical fluctuations on individ 
ual incomes. For this reason, the recently-re- 
leased 1958 figures are of particular interest.
Despite the recession, personal income at 
both the national and state level continued to 
increase in 1958. For the country as a whole, 
personal income totaled $365 billion, up 8'/2 
billion or 2 percent over 1957; in Montana, 
the $1.3 billion in total personal income rep 
resented a 4 percent increase, the same as for 
the Rocky Mountain region as a whole.1 2 Per 
capita income (total personal income divided 
by total population) was up 1 percent in the 
state, region and nation, to $1,920 in Mon 
tana, $1,916 in the Rocky Mountain states, 
and $2,057 in the United States. Increases in 
consumer prices largely eliminated any gains 
in real income or purchasing power.
Agriculture and government are 
stabilizing factors in 1958 
Countercyclical increases in two broad 
sources of income—agriculture and govern 
ment—were responsible for Montana’s in-
1Annual estimates of personal income by states ap 
pear in the August issues of the S u rvey  of Current 
Business, published by the Office of Business 
Economics, U. S. Department of Commerce.
2Montana, Idaho, Wyoming, Colorado and Utah.
crease in total personal income. Good crop 
conditions and higher prices for livestock re 
sulted in the highest farm income since 1952, 
and a 19 percent gain over 1957, despite a 
sharp increase in production expenses. Total 
net income per farm in Montana averaged 
$6,643 in 1958, compared to a national aver 
age of $2,990. Only three states-----Arizona,
Nevada, and California—had a higher per 
farm income.3
Government income disbursements were 
12 percent higher in 1958, with all levels of 
government—federal, state, and local—con 
tributing to the increase. The important pri 
vate nonfarm sector, on the other hand, re 









disbursements . 232 260 12
Private nonfarm income . 829 806 -3
Because these figures are on an annual 
basis they do not reflect the full extent of the 
cyclical decline in the nonfarm sector. The 
recent recession, of course, covered parts of 
both 1957 and 1958; the 1958 figures in par 
ticular represent a mixture of both recession 
and recovery. Statewide figures also have the 
disadvantage of obscuring the effect of the 
recession on various areas and income groups 
within the state.
A more detailed breakdown of income by 
sources, as given in Table 1, sheds further 
light on developments in Montana, although 
subject to the same limitations.
■‘Agricultural Marketing Service, U. S. Department 
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Unadj. Adj. U nadj. Adj. U nadj. Adj. U nadj. Adj. Unadj. Adj. Unac
1958
July ... 116.5 111.0 132.7 118.2 109.2 103.7 108.2 107.9 82.2 83.2 147.
August 117.9 111.1 138.2 118.2 107.4 101.8 109.6 108.7 83.2 84.2 157.11
September ... 116.5 110.8 138.2 120.0 101.8 101.8 113.7 112.0 84.2 85.1 156.1 ]
October ___ .. 114.4 111.4 130.9 120.0 100.0 100.0 120.5 106.4 85.1 87.1 141.- I
November ... .. 113.0 112.2 127.3 121.8 96.3 98.1 113.7 106.5 92.1 91.1 126.' ]
December ... 111.4 112.9 120.0 123.6 94.4 98.1 109.6 107.3 91.1 89.1 104.11
1959
January 107.5 114.0 109.1 129.1 92.6 94.4 102.7 101.6 90.1 90.1 100.11
February __ ... 106.6 114.4 109.1 129.1 94.4 96.3 98.6 107.0 92.1 93.1 89.(1
March 107.6 115.1 107.3 131.8 96.3 97.8 100.0 107.2 92.1 92.1 96.11
April 111.7 115.6 107.3 128.5 98.1 97.8 102.7 108.0 92.1 91.0 129.11
May .... .......... 114.8 114.3 120.0 124.4 100.0 101.9 104.1 108.0 92.1 91.4 149/1
June 118.5 113.8 132.7! 119.3 101.8 100.3 101.4s 105.2 93.1 89.7 162. |
July ... 118.0 112.4 136.4 120.6 107.4 102.6 102.7 102.4 92.1 93.6 170.! |














Unadj. Adj. Unadj. Adj. U nadj. Adj. U nadj. Adj. U nadj. Adj. Unad I
July .... 109.2 112.3 120.4 115.8 139.6 153.4 35.0 36.5 310.5 308.0 172.'; |
August 132.0 120.3 132.8 123.5 146.1 158.8 29.7 34.1 304.9 309.2 169.2
September 146.3 127.0 137.7 130.6 157.0 168.8 29.2 31.1 313.0 316.8 199.1
October .... 166.0 132.0 138.6 137.8 182.9 181.1 46.0 46.0 315.0 319.8 216.CJ
November _ ... 151.9 133.7 147.9 135.4 192.8 182.7 89.1 88.6 313.4 316.2 201.E
December 139.6 142.2 142.4 148.5 178.9 176.2 85.7 84.4 315.8 314.9 207.S 1
1959
January ... 121.6 148.6 136.5 155.3 166.9 163.6 68.5 69.2 319.8 318.8 188.5]
February ..... 117.7 154.2 142.0 157.6 177.7 166.8 88.2 84.6 325.8 324.5 169.lt
March ___ 114.2 137.1 137.4 151.6 185.0 177.9 65.8 63.9 331.0 331.0 181.41
April 119.6 135.4 145.6 150.4 204.2 192.6 65.3 61.0 321.4 323.3 186.C J
May .......... 131.5 142.9 152.7 147.0 173.3 172.4 93.2 87.1 310.9 311.8 177.81

















for seasonal variation. 1
1 Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- ■ t 
month.
Unem ploym ent Compensation Commission of Montana. Number of work applicants at end of month. 
3Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific 1,) 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
4Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carload* 
5Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana colt 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
9Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department anc 





T ranspo rta tion




E lectric Pow er 
C onsum ption3
U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. 1958
90.0 85.9 108.6 104.7 139.7 137.1 11,784 18,270 187.1 197.6 July
88.6 85.0 110.0 104.2 138.5 137.4 8,772 17,721 190.8 196.3 August
87.3 84.5 108.3 103.3 140.1 138.3 8,065 16,629 191.6 195.9 September
86.8 85.4 105.6 103.6 142.8 139.4 8,586 15,332 185.2 196.4 October
87.3 86.4 105.6 104.2 141.2 143.8 13,013 14,556 183.4 191.6 November
85.9 87.3 108.0 105.3 141.2 143.6 17,127 14,108 191.8 193.7 December
1959
85.0 88.6 99.7 106.7 139.3 143.2 20,350 13,223 189.2 184.8 January
85.0 88.6 99.4 107.7 138.5 142.3 21,802 13,173 204.8 191.9 February
85.4 89.4 100.3 106.9 139.3 142.3 20,045 13,067 193.0 189.6 March
86.8 89.6 103.3 105.9 141.2 142.3 14,455 11,936 195.9 187.6 April
89.1 89.0 105.6 105.6 143.6 141.5 11,541 13,085 192.3 183.5 May































B anks O thers




($1,000) ($1,000) ($1,000) ($1,000) ($1,000) U nadj. A dj. U nadj. U nadj. 1958
6,253 2,192 353 2,312 1,396 112.0 121.1 104.0 75.0 July
5,737 2,373 249 1,752 1,363 141.8 125.9 104.0 72.0 August
6,100 2,131 244 2,473 1,252 133.5 123.7 110.0 73.0 . September
5,939 2,283 439 2,081 1,136 139.8 125.0 110.0 74.0 .... October
6,229 2,107 348 2,375 1,399 150.9 127.3 108.0 74.0 November
6,785 2,216 547 2,754 1,268 211.8 127.4 108.0 75.0 December
5,741 1,777 71 2,457 1,436 81.4 130.2 107.0 73.0
1959
January
5,222 2,168 264 1,885 905 83.8 130.5 106.0 74.0 February
N.A. N.A. N.A. N.A. N.A. 108.9 135.8 106.0 74.0 March
7,711 3,107 316 2,680 1,608 119.7 125.5 109.0 73.0 April
7,222 2,885 223 2,939 1,175 121.9 124.9 108.0 76.0 May
7,062 2,967 219 2,821 1,055 126.9 139.1 110.0 78.0 June
6,740 1,935 342 2,915 1,548 125.4 136.0 108.0 79.0 ............ ......  July
*—Preliminary **_ Revised
147.4 129.9 106.0 77.0 August
time wage and salary workers who worked or received pay during the day period ending nearest the 15th of the
Id Light Company, Bonneville Power Adm inistration, and the Bureau of Reclamation to commercial and industrial 
eight loaded at Montana points. Daily average.
s. Daily average, 
stores in Montana. Daily average.
A djusted  fo r seasonal varia tio n : This m eans th a t  in tra -a n n u a l rep e ti 
tive fluctuations in  th e  business ind icato rs occasioned by th e  effects of 
clim ate, custom  and  convention  have been  allow ed for sta tistically . 
For a  m ore com plete discussion see th e  S ep tem ber 1957 issue of M ontana 
B usiness Review .
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TABLE 1
PERSONAL INCOME BY MAJOR SOURCES, 
MONTANA, 1950 AND 1956-1958 
(millions of dollars)









Total personal income ....... 957 1,229 1,274 1,321 38 4
Wages and salaries .......... ... 479 714 725 722 51 0
Farm s .......................... ......... 33 30 31 30 -9 -3
Mining ................................... 36 67 57 42 17 -26
Bituminous, other soft coal 3 2 1 1 -67 0
Crude petroleum , nat. gas 4 15 14 10 150 -29
Mining and quarry ing  ex-
cept coal .. 29 51 42 30 3 -29
C ontract construction ....... 38 55 52 55 45 6
M anufacturing . 60 101 96 97 62 1
Wholesale and re ta il trade 100 140 152 143 43 -6
Finance, insurance and
real estate ....................... 12 20 22 24 100 9
Transportation ...................... 63 83 84 79 25 -6
Railroads ............ ................ 51 63 63 58 14 -8
Other 12 20 20 21 75 5
Comm unications and pub-
lie utilities ............ .............. 15 26 28 28 87 0
Services .................................. 40 59 61 64 60 5
Professional, social and
related  ............................... 19 32 34 36 89 6
All other ................... 21 26 27 29 38 7
G overnm ent .. 83 132 143 160 93 12
Federal 39 58 59 66 69 12
State and local ....... 44 74 83 94 114 13
O ther labor income1 . 11 24 28 30 173 7
P roprieto rs’ income2 ........... 329 317 325 359 9 10
Farm  . 228 177 186 228 0 23
Nonfarm 101 140 139 130 29 -6
P roperty  income8 . 95 127 136 139 46 2
T ransfer paym ents1 .. 54 70 84 96 78 14
Less: Personal contribu  
tions for social
insurance 









1Em ployer contributions under private  pensions and 
w elfare funds, compensation for injuries, pay of 
m ilitary  reservists and other m inor items.
^Income from  unincorporated businesses and pro  
fessional service.
3R ental income, dividends and personal in terest in  
come.
4 Social security paym ents, m ilitary  pensions, relief 
paym ents, corporate gifts to nonprofit institutions, 
consumer bad debts, etc.
Source: Office of Business Economics, U. S. D epart 
m ent of Commerce, Survey  of Current Business, 
August 1959 and Personal Incom e by States Since 
1929, A Supplem ent to the Survey of C urrent 
Business, 1956.
Total wage and salary disbursements con 
tinued at high levels in 1958, although the 
experience of the several industry groups 
varied considerably. Mining continued the 
precipitous decline begun in 1957. Most of the 
decrease occurred in metal mining (which 
accounts for the bulk of the wage payments 
listed under mining and quarrying), where 
output also was down sharply in 1958. The de 
cline in petroleum and natural gas appears 
to have occurred in wage payments to aux 
iliary workers; production of both minerals 
was at high levels in 1958.
Manufacturing payrolls were approximate 
ly the same as in 1957. The decline in manu 
facturing payrolls in Montana occurred be 
tween 1956 and 1957 with primary metals 
and lumber leading the downturn. Both at 
the state and the national level, the metals 
industry was one of the hardest hit. Contract 
construction, on the other hand, came back 
in 1958 to equal its 1956 payrolls record. High 
way construction was an important factor in 
maintaining employment in the industry.
Declines also occurred in wage and salary 
payments by the wholesale and retail trade 
group and by interstate railroads. The in 
crease in farm income, generally not realized 
until fall with the crop harvest and heavy 
seasonal livestock marketings, apparently 
came too late to sustain retail trade at the 
1957 level. (It has been important in the in 
creased sales volume recorded in early 1959). 
Railroad employment and payrolls in 1958 
reflected the decline in carloadings at the 
state and national level.
The most substantial gains in wages and 
salaries, both dollar and percentagewise, oc 
curred in government. Combined govern 
ment payrolls—federal, state, and local— 
amounted to $160 million in 1958, exceeding 
wages and salaries paid by every other major 
industry group.
Thanks to the large increase in farm pro 
prietors’ income, total proprietors’ income in 
the state was 10 percent higher in 1958 than 
in 1957. The important nonfarm segment, 
however, declined from its 1956-1957 highs. 
Nonfarm proprietors’ income includes the net 
business earnings of owners of unincorporated 
enterprises, chiefly sole proprietorships and 
parnerships, including professional practi 
tioners. Among the most difficult to measure, 
these estimates are subject to a greater de 
gree of error than are figures for other per 
sonal income components.
Transfer payments, mostly government in 
come disbursements, increased 14 percent be-
6
tween 1957 and 1958. Much of the increase 
was due to a rise in unemployment compen 
sation benefits. Other major components of 
transfer payments include social security 
benefits, veterans’ pensions and benefits, and 
relief payments by the various governmental 
units plus business transfer payments, mostly 
in the form of corporate gifts to nonprofit in 
stitutions and consumer bad debts.
Montana lags in long-term growth 
Of greater significance than year-to-year 
changes is the long-term growth of an area’s 
economy. The comparisons below show a 
serious lag on the part of Montana when 
judged by either national or regional (north 
ern Rocky Mountain states) standards.




Total personal incom e_ 38 62 58






in c o m e ____________ 46 71 58
Per capita income .... 20 34 38
Per capita real incom e4.. 0 12 15
While total personal income in the state 
has increased 38 percent since 1950, regional 
and national growth has been considerably 
greater. Expressed another way, this means 
that consumer markets in Montana are not 
expanding as rapidly as in other parts of the 
nation—a factor of concern to manufacturers, 
distributors and others interested in new and 
growing markets for their products.
Growth in per capita income also makes 
possible meaningful comparisons, since it al 
lows for varying population changes. Ac 
cording to the Commerce Department esti 
mates, Montana not only has fallen behind 
the nation and the Rocky Mountain region, 
but since 1950 it has been one of two or three 
states with the smallest increase in per capita 
income. (When adjusted for rising consumer 
price levels, Montana’s per capita income has
‘Adjusted for changes in the purchasing power of 
the dollar, as measured by the Consumer Price 
Index.
shown no increase since 1950.) In actual dol 
lars, only Rhode Island and the District of 
Columbia recorded a gain as small as that 
of Montana (20 percent) between 1950 and 
1958. If the comparison is made between 1950 
and the latest “boom” year, 1956, then Mon 
tana was among the six states with the slow 
est rate of growth. On the other hand, about 
half the states have lower actual per capita 
incomes than Montana. In 1958 Montana 
ranked 24th among the 48 states; its rank 
during the two previous years was 22nd. The 
1958 estimate of $1,920 per capita for the state 
compared favorably with the figure of $1,916 
for the Rocky Mountain region, although it 
was 7 percent below the $2,057 for the nation. 
The point is that unless the rate of growth 
in Montana is accelerated, its position with 
respect to other states will become less and 
less favorable.
The obvious area in which such accelera 
tion is needed is the private nonfarm sector. 
In this sector are the basic industry groups
-----mining, construction, and manufacturing
—which together with agriculture make up 
the backbone of the economy and provide the 
impetus for expansion in secondary indus 
tries. Agricultural income has declined in im 
portance, from 27 percent of total income in 
1950 to 19 percent in 1958, and probably will 
not again attain its former position. Further 
more, its erratic nature makes it an unreli 
able vehicle for steady growth. (Indications 
are, for example, that farm income will be 
substantially reduced this year, with a de 
pressing effect on total 1959 personal income.)
The record of Montana’s basic nonagricul- 
tural industries since 1950, as measured by 
wage and salary payments, has not been im 
pressive when compared with neighboring 
states or the national economy:
7




Wage and salary 
payments:
M in in g ___________ 17 53 20
Contract construction 45 100 76
M anufacturing....... 62 88 55
These figures leave little room for complac 
ency on the part of Montanans. While Mon 
tana has lagged behind the regional rate of 
growth in all three industries, it has, how 
ever, exceeded the national expansion in 
manufacturing payrolls since 1950. On the 
other hand, manufacturing payrolls con 
stituted only 7 percent of total personal in 
come in 1958 compared to 21.5 percent in the 
United States.
What are the growth prospects in these 
areas? In mining, the picture is somewhat 
obscure. After a substantial decline in metals 
output in late 1957 and early 1958, production, 
particularly of copper, increased to rather 
high levels prior to the recent strike. The in 
crease in employment, however, was con 
siderably smaller as low-cost, open-pit min 
ing largely replaced the high-cost under 
ground mines, which utilize larger amounts 
of manpower. It seems quite likely that this 
tendency may continue and that employ 
ment and income may not again attain the 
levels of 1955-1956.
Since 1948, Montana has been fortunate in 
having a series of hydro-electric dam pro 
jects, both private and public, which to 
gether with a few large industrial and de 
fense projects, have employed rather large 
numbers of construction workers. Recently 
Noxon Rapids Dam, now nearing completion, 
the Glasgow Air Force Base and the highway 
construction program have been important. 
More such large-scale projects, now unfore 
seen, will be needed if employment and in 
come in the industry are to expand.
It is chiefly the manufacturing area, how 
ever, to which the state must look for basic 
expansion in the private nonfarm sector of 
the economy. Several events of the past few 
weeks point up the type of development to 
which Montanans might aspire and offer 
some encouragement as to the prospects for 
such development. These include the addi 
tion of a $6 million paper plant—the state’s 
first—to the pulp mill at Missoula; the an 
nouncement of construction of a $5 million 
steel plant in Anaconda, to recover iron from 
waste slag of the Anaconda reduction works; 
and the reopening of a meat packing plant at 
Butte. It is small industries such as these, 
based on Montana’s timber, mineral and agri 
cultural resources, which the state may 
reasonably expect to attract. Many more are 
needed if Montana is not to continue its lag 
in income growth.
8
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Current Business Research at Montana State University
At the present time faculty members of the 
Departments of Economics and Sociology, 
the School of Law and the School of Busi 
ness Administration are working together 
in a research project financed by the Small 
Business Administration as part of the lat 
ter’s grant to the State of Montana under 
Section 602 of the Small Business Invest 
ment Act of 1958. The section provides an 
nual grants through the Small Business Ad 
ministration for research into small business 
problems.
Professor Raymond H. McEvoy of the De 
partment of Economics is writing a mono 
graph analyzing Montana’s economic devel 
opment, with special emphasis upon the com 
petitive structure of small manufacturing, 
trade and service industries. Professor Ed 
win W. Briggs of the School of Law is en 
gaged in a study of legal barriers to competi 
tion existing in Montana. Professor Edward 
J. Chambers of the School of Business Ad 
ministration is undertaking a pilot study of 
successful and unsuccessful small business 
enterprises within the state to develop a list 
of reasons for success and failure, and to de 
termine the extent of similarity or differ 
ence with those criteria established through 
nationwide studies. Professor Raymond L. 
Gold of the Department of Sociology is de 
veloping a questionnaire that would serve 
to analyze the attitude of small businessmen 
toward competition and the factors they be 
lieve influence success or failure in business.
Professors John S. Wright and Leo L. 
Knowlton of the School of Business Admin 
istration are investigating the mail order 
buying habits of Missoula residents to de 
termine the nature and extent of such pur 
chasing.
The Bureau of Business & Economic Re 
search is currently completing estimates of 
income payments in each of Montana’s fifty- 
six counties for selected years between 1939 
and 1956, together with analyses of the dif 
fering growth rates in county income that 
have been recorded. The estimates will be 
especially useful for market analysis by busi 
ness and also for state and local governmental 
bodies in comparing tax and debt loads and 
in determining the distribution of grants-in- 
aid from the state to local government units.
Also nearing completion in the Bureau is 
a study of the effect of the Anaconda Alum 
inum Company plant at Columbia Falls on 
the Flathead County economy. The plant, 
the first of its kind in Montana, began opera 
tion in August 1955.. The report of its effect 
upon county population, employment, in 
come, and government finance should be of 
interest to other localities interested in or 
anticipating new industrial development.
Tourist Travel and Expenditures in Mon 
tana: A Study of Highway Benefits will soon 
be published by the Montana Highway Com- 
(Continued on page 11)
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The Nature of the CPA's Report
JACK J. KEMPNER, CPA 
Associate Professor, School of Business Administration  
Montana State University, Missoula
At one time or another most businessmen 
have had occasion to use the services of an 
independent certified public accountant. Fre 
quently these services are limited to the 
preparation of tax returns and the submis 
sion of financial statements based upon the 
accounting records kept by management. If 
the accountant has been unable to adequate 
ly examine the financial records, he will not 
normally allow his name to be associated 
with the statements unless he is able to in 
dicate that they have been “prepared without 
audit”. If, on the other hand, the CPA 
is requested to conduct a complete audit, 
taking whatever steps he deems necessary 
to insure an adequate examination, he will 
issue an “opinion” as to the fairness of the 
statements submitted. Unfortunately, the 
value of this “opinion”, or report, as it is 
called, is often underestimated by the pro 
prietor or manager. On the surface there 
seems to be more expense involved in obtain 
ing an “opinion” from the CPA than in sim 
ply asking him to prepare statements from 
the records. If the local bank or a large sup 
plier should insist upon certified statements, 
the businessman will reluctantly comply, but 
may be very unhappy about it.
It is likely that many businessmen have 
not had an opportunity to explore the vari 
ous ramifications of an accountant’s report 
and are consequently unaware of its value 
and of the advantages to be gained by its use. 
What is contained in this relatively short 
opinion and why do bankers and other credit 
institutions attach such importance to it? 
Why are financial statements accompanied 
by the unqualified report of a certified public 
accountant considered to be so much more 
creditable than statements submitted with 
out such a report? The answers to these ques 
tions can easily be understood by the average 
businessman whether or not he has had ex 
tensive accounting training. The banker, 
credit man, security analyst, and others ap 
preciate the value of the accountant’s report 
even though they themselves are not account 
ants and do not always fully understand the 
auditing standards and accounting principles 
that must be adhered to before such an opin 
ion can be rendered. In the remarks that fol 
low I should like to discuss briefly this opin 
ion submitted by the CPA and point out why 
the businessman or banker can usually rely 
upon its validity.
If we wish to define the accountant’s re 
port, we can simply say that it is an expres 
sion of his professional opinion regarding the 
fairness of the financial statements prepared 
by management. It is the latter’s responsibil 
ity to maintain the accounting records of the 
enterprise and to prepare statements based 
upon these records. It is the auditor’s respon 
sibility in turn to examine the records of the 
business in order to be reasonably certain 
that these statements are a reliable summary 
of the firm’s financial activities. Such an in 
vestigation will attempt to locate any errors 
of omission or commission, errors which vio 
late generally accepted accounting principles, 
or the pursuit of accounting policies which 
may not be consistent with the previous year. 
Of course, throughout this investigation the 
possible detection of fraud is also borne in 
mind. If the auditor is free to conduct his 
examination to the extent he deems neces 
sary, and is permitted to make whatever ad 
justments are required, he will stamp his ap 
proval on the statements. This stamp of ap 
proval is the unqualified opinion that we 
have referred to above.
Origin and Purpose of the Report
The content of the accountant’s report was 
not created overnight, but evolved over a
3
long period of years as its need grew out of 
the ever-increasing complexity of business 
activity. Prior to 1900 there was little occa 
sion for the unqualified approval of an inde 
pendent accountant and the use of the type 
of report we are discussing was practically 
non-existent in this country. The reason (for 
this) is quite obvious when we stop to real 
ize that most business organizations were 
owned and operated by individuals or small 
groups of partners. Whatever credit was 
granted was done on a personalized basis; 
usually the lender was intimately familiar 
with the borrower and his financial status. 
There were few government reports, no in 
come tax, and absentee ownership was un 
common. Under a simple business society 
such as this, there was little need for the 
services of an impartial, independent obser 
ver to review accounting records and report 
on their reliability.
Compare the above format with the com 
plex business institutions which surround 
us today. Large and medium-sized corpora 
tions are managed by individuals who have 
a relatively small equity in their companies, 
but whose duty it is to run the organization 
for the benefit of large numbers of absentee 
stockholders. Businesses are conducted large 
ly through the use of credit, both of a long 
term and short-term nature. Suppliers and 
customers are often scattered throughout the 
country so that business transactions take 
place on a highly impersonal basis. Bankers 
can no longer remain familiar with the inti 
mate affairs of their customers, and must 
rely upon impersonal data. And last but not 
least, the requirements of the agencies of the 
federal government are legion.
Is it any wonder that in 1900 there were 
243 CPAs in the United States while there 
are over 60,000 today? The latest figures of 
the Census Bureau indicate further that the 
total number of accountants and bookkeepers 
either self-employed or working in industry 
or government exceeds 750,000.
If a prospective investor of equity capital 
contemplates putting his money into a cor 
poration over which he will have no direct
control, it is understandable that he will wish 
to investigate thoroughly the financial as 
pects of the business. It is also understandable 
that any financial reports submitted by 
management will be suspect. This is not to 
insinuate that management is dishonest and 
will attempt to conceal a defalcation, but 
simply to recognize the obvious fact that 
management is biased and will normally 
attempt to portray as favorable a picture as 
possible concerning the operating efficiency 
of its company. If a banker is interested in 
making a short-term loan, he too will not 
be satisfied solely with management’s view 
of its own proprietorship. Absentee stock 
holders are in the same position, since they 
have no opportunity and often no ability to 
personally supervise the companies in which 
they have a financial interest.
This -is precisely why the services of a 
skilled independent accountant are needed. 
Someone who has no personal or financial in 
terest in the company and who is trained to 
interpret the results of financial operations 
is in a much better position to submit un 
biased information.
While discussing the interest of the out 
sider, it is best not to overlook the require 
ments of management itself. It, too, should 
find it advisable to have an expert appraisal 
periodically made of its own operations. 
Whether it is a small organization with a 
single proprietor or a large corporation with 
dozens of executives, an appraisal by an out 
sider is often more valuable than continued 
self appraisal. We find, then, that all those 
who have an interest in a business organiza 
tion require at one time or another the serv 
ices of an independent certified public ac 
countant.
Auditing Standards
The reader at this point may justifiably 
question the infallibility of this so-called 
opinion of the accountant. Does the submis 
sion of the report automatically guarantee 
an adequate examination of the accounting 
records and a thoroughly unbiased opinion?
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Financial statements cannot be guaranteed; 
nevertheless there are numerous safeguards 
installed by the accounting profession which 
minimize the possibility of unreliable re 
ports. A physician’s diagnosis of his patient 
is not absolute; yet we have come to rely up 
on his opinion in the belief that in the major 
ity of cases it is as accurate as possible in 
terms of the present stage of development of 
medical science. Through prescribed stand 
ards of training and rigid ethical codes, the 
medical profession is certain that most of its 
practitioners will render the highest type of 
service they are capable of performing. In 
much the same manner, the accounting pro 
fession controls the activities of its members. 
Rather than continue to discuss the account 
ant’s opinion in general terms, the first para 
graph of such a report is quoted below:
We have examined the balance sheet of 
the ABC Company as of December 31,
19 -  and the related statem ents of income 
and retained earnings, for the year then  
ended. Our exam ination was made in ac 
cordance w ith generally accepted auditing 
standards, and accordingly included such 
tests of the accounting records and such 
other auditing procedures as w e considered 
necessary in the circumstances.
This first paragraph is usually referred to 
as the scope paragraph since it is an indica 
tion of the extent of the examination. Notice 
that the second sentence states that the ex 
amination was made in accordance with gen 
erally accepted auditing standards. Standards 
control the quality of the examination and 
the nature of the evidence to be obtained by 
auditing procedures. By stating that he has 
followed generally accepted auditing stand 
ards the CPA implies that the quality of his 
work is on a par with the requirements of 
the profession.
The first of the two important standards 
concerns the personal qualifications of the 
accountant. Included in these personal quali 
fications are the independence of the ac 
countant and his training. Independence is 
basic since no amount of training will per 
mit an objective opinion unless the auditor is 
completely free from outside influence. If the
CPA states that he has conducted the exami 
nation in accordance with generally accepted 
auditing standards, he implies that he is com 
pletely independent and that he has no sig 
nificant financial affiliation with the firm 
under audit.
By the use of the same statement, he is also 
affirming that he has been properly trained 
under provisions set forth by the American 
Institute of Certified Public Accountants, 
and that if he was assisted by employees, 
these people have the same degree of training 
or have been properly supervised. Although 
certain qualifications of the CPA vary among 
the several states, all certified public account 
ants have passed a series of rigid examina 
tions prepared and supervised by the Ameri 
can Institute and conducted uniformly in all 
50 states. With the exception of a few states, 
a candidate must have had at least one to 
three years’ practical experience with a firm 
of certified public accountants in addition to 
satisfactorily passing the examination. In 
several states the candidate must also hold a 
degree in accounting from a recognized col 
lege or university. This latter requirement 
represents a trend that is on the increase. 
Progress of this sort is slow, but within the 
next decade or two we shall probably find 
this requirement to prevail on a national 
basis. (At the present time, certification in 
Montana requires only that a candidate suc 
cessfully pass the uniform CPA examina 
tions.)
It is interesting to compare the require 
ments of accountants with some of the older 
professions such as medicine and law. In 
the early stages these disciplines did not de 
mand formal education or the completion of 
prescribed examinations. Instead the ap 
prentice worked for a doctor or lawyer for 
a given number of years and was eventually 
admitted to full status. Gradually the re 
quirements were tightened; first examina 
tions, later university training in addition. 
Accounting has followed this same pattern 
although it is still in a period of develop 
ment. Mere apprenticeship is no longer suf- 
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Unadj, Adj. U nadj. Adj. U nadj. Adj. Unadj. Adj. U nadj. Adj. Una
August _____ 117.9 111.1 138.2 118.2 107.4 101.8 109.6 108.7 83.2 84.2 157
September ... ... 116.5 110.8 138.2 120.0 101.8 101.8 113.7 112.0 84.2 85.1 156
October ........... 114.4 111.4 130.9 120.0 100.0 100.0 120.5 106.4 85.1 87.1 141




111.4 112.9 120.0 123.6 94.4 98.1 109.6 107.3 91.1 89.1 104
... 107.5 114.0 109.1 129.1 92.6 94.4 102.7 101.6 90.1 90.1 100
February ..... ... 106.6 114.4 109.1 129.1 94.4 96.3 98.6 107.0 92.1 93.1 89
March _____ ... 107.6 115.1 107.3 131.8 96.3 97.8 100.0 107.2 92.1 92.1 96
April ______ ... 111.7 115.6 107.3 128.5 98.1 97.8 102.7 108.0 92.1 91.0 129
May _______ 114.8 114.3 120.0 124.4 100.0 101.9 104.1 108.0 92.1 91.4 149
June ............. ... 118.5 113.8: 132.7*' 119.3 101.8 100.3 101.4s 105.2 93.1 89.7 162




























Unadj. Adj. U nadj. Adj. Unadj. Adj. Unadj. Adj. U nadj. Adj. Unai
1958
August .... 132.0 120.3 132.8 123.5 146.1 158.8 29.7 34.1 304.9 309.2 169.
September 146.3 127.0 137.7 130.6 157.0 168.8 29.2 31.1 313.0 316.8 199.
October ___ 166.0 132.0 138.6 137.8 182.9 181.1 46.0 46.0 315.0 319.8 216.
November .... 151.9 133.7 147.9 135.4 192.8 182.7 89.1 88.6 313.4 316.2 201.
December 139.6 142.2 142.4 148.5 178.9 176.2 85.7 84.4 315.8 314.9 207.
1959
January 121.6 148.6 136.5 155.3 166.9 163.6 68.5 69.2 319.8 318.8 188.
February 117.7 154.2 142.0 157.6 177.7 166.8 88.2 84.6 325.8 324.5 169.
March ____ 114.2 137.1 137.4 151.6 185.0 177.9 65.8 63.9 331.0 331.0 181.
April 119.6 135.4 145.6 150.4 204.2 192.6 65.3 61.0 321.4 323.3 186.
May 131.5 142.9 152.7 147.0 173.3 172.4 93.2 87.1 310.9 311.8 177.
June 129.3 132.1 152.9 143.0 176.4 181.8 93.0 92.1 331.0 323.9 192.
July 134.5 139.2 157.2 151.6 184.4 202.6 108.0 112.7 341.9 339.9 191.
August _____
September ....
108.9 99.1 107.0 99.5 120.5 131.0 45.5 52.3 332.3 337.0 188.
202.
Adj.—Adjusted for seasonal variation.
1 Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all fu ll- 
month.
U nem ploym ent Compensation Commission of Montana. Number of work applicants at end of month. 
3Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
4Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloac 
5Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana co 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
^Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department an 





T ransporta tion  
& U tilities T rade G overnm ent
A pplicants2
(N um ber)
E lectric  Pow er 
C onsum ption3
U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj.
1958
88.6 85.0 110.0 104.2 138.5 137.4 8,772 17,721 190.8 196.3 ... .... August
87.3 84.5 108.3 103.3 140.1 138.3 8,065 16,629 191.6 195.9 .... ....  September
86.8 85.4 105.6 103.6 142.8 139.4 8,586 15,332 185.2 196.4 - _____ October
87.3 86.4 105.6 104.2 141.2 143.8 13,013 14,556 183.4 191.6 ...___ November
85.9 87.3 108.0 105.3 141.2 143.6 17,127 14,108 191.8 193.7 .. ...... December
85.0 88.6 99.7 106.7 139.3 143.2 20,350 13,223 189.2 184.8 ...
1959 
_____ January
85.0 88.6 99.4 107.7 138.5 142.3 21,802 13,173 204.8 191.9 ........... February
85.4 89.4 100.3 106.9 139.3 142.3 20,045 13,067 193.0 189.6 ..._______March
86.8 89.6 103.3 105.9 141.2 142.3 14,455 11,936 195.9 187.6 ......... ..... .... April
89.1 89.0 105.6 105.6 143.6 141.5 11,541 13,085 192.3 183.5 ..._________  May
92.3 90.1 108.6 105.4 146.3 140.4 11,049 13,742 201.4 195.5 ..________ June
93.2 89.1 108.9 105.1 137.0 134.4 7,792 11,896 203.1 214.0 _ _________ July
92.3** 88.8** 109.7** 103.8** 138.5* 137.4* 7,777 15,370 182.3 187.6 ..._______ August
88.2* 85.7* 107.8* 102.9* 8,802 17,818 140.0 142.8 ........September
N onfarm  M ortgage R ecordings (U nad j.)8
Total
Savings 
& L oan 
Assocs.




B anks O thers
Dept. S tore 
Sales0
A gricu ltu ra l 
P rices10 
Livestock Crops
($1,000) ($1,000) ($1,000) ($1,000) ($1,000) U nadj. A dj. U nadj. U nadj.
1958
5,737 2,373 249 1,752 1,363 141.8 125.9 104.0 72.0 ___________ August
6,100 2,131 244 2,473 1,252 133.5 123.7 110.0 73.0 ...............  September
5,939 2,283 439 2,081 1,136 139.8 125.0 110.0 74.0 _______  October
6,229 2,107 348 2,375 1,399 150.9 127.3 108.0 74.0 _______ _______  November
6,785 2,216 547 2,754 1,268 211.8 127.4 108.0 75.0 ..............  December
5,741 1,777 71 2,457 1,436 81.4 130.2 107.0 7 3 . 0 _______
1959
....................  January
5,222 2,168 264 1,885 905 83.8 130.5 106.0 74.0 ______ __  February
N.A. N.A. N.A. N.A. N.A. 108.9 135.8 106.0 74.0 _______ .......... ............  March
7,711 3,107 316 2,680 1,608 119.7 125.5 109.0 73.0 _______ ............ ............  April
7,222 2,885 223 2,939 1,175 121.9 124.9 108.0 76.0 _______ _____ ;________May
7,062 2,967 219 2,821 1,055 126.9 139.1 110.0 78.0 - ........... __________ ___ June
6,740 1,935 342 2,915 1,548 125.4 136.0 108.0 79.0 .............. ...........................  July
6,731 2,198 476 2,667 1,390 147.4 129.9 106.0 77.0 ............... .................  August
•—Preliminary **__-Revised
132.2 122.6 106.0 75.0 .............. _____  September
time wage and salary workers who worked or received pay during the day period ending nearest the 15th of the
i  Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
K m
[eight loaded at Montana points. Daily average.
s. Daily average.
stores in Montana. Daily average.
A djusted  fo r seasonal v aria tion : This m eans th a t in tra -an n u a l rep e ti 
tive fluctuations in  th e  business ind icato rs occasioned by th e  effects of 
clim ate, custom  and convention have been  allow ed for statistically . 
For a  m ore com plete discussion see the  Septem ber 1957 issue of M ontana 
Business Review.
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(Continued from page 5) 
ficient; satisfactory completion of a series of 
examinations prepared and graded by a na 
tional board of examiners is also necessary 
and, as pointed out above, a very definite 
trend toward formal education requirements 
is in evidence.
Returning once again to the phrase “gen 
erally accepted auditing standards”, it refers 
not only to personal qualifications but to the 
quality of work performed. By conforming to 
these standards the accountant is assuring the 
public that he has adequately planned the 
audit, has made a thorough study of the 
client’s accounting system, and has accumu 
lated sufficient evidence concerning the fi 
nancial affairs of the business through per 
sonal inspection, observation, and confirma 
tion with outside sources where appropriate. 
Auditing procedures and techniques will 
vary depending upon the type of company 
under examination and the complexity of its 
accounting system, but the basic standards 
remain unchanged.
The Opinion
In order to continue the analysis of the ac 
countant’s report the second and last para 
graph is quoted:
In  our opinion, the  accom panying b a l 
ance sheet and statem ents of income and re  
tained  earnings p resen t fa irly  the  f in a n n ia l 
position of the  ABC Com pany a t Decem 
ber 31, 1 9 _ ,  and the  resu lts of its opera 
tions for the  year then  ended, in conform ity 
w ith  generally  accepted accounting p rin  
ciples applied on a basis consistent w ith  
th a t of the  preceding year.
The first paragraph was called the scope, 
this last one is called the opinion. Notice that 
the words “in our opinion” contain no guar 
antee, no positive certification. The best that 
can be done is to render a professional opin 
ion as to the fairness of the financial data. 
For that reason the exact words “present 
fairly” are used. Accounting cannot be as 
exacting as the physical sciences but the 
opinions of its members are at least the re 
sult of careful judgment based upon long 
years of training and experience.
The report further emphasizes that the fi 
nancial statements conform with generally 
accepted accounting principles. As was the 
case with auditing standards, it would be im 
practical to cite all of the principles of ac 
counting in the report. However, if the opin 
ion is to be meaningful, the client and the 
public must have confidence in the profes 
sional ability of the auditor to know what 
these principles are, and confidence in his 
integrity not to make such a declaration un 
less he believes it to be warranted.
Adherence to the Professional 
Code of Ethics
This brings us to possibly the most impor 
tant phase of our discussion. How can the 
client or banker or stockholder have com 
plete confidence in the professional com 
petence and integrity of the CPA? Profes 
sional ability is, of course, related to training 
and rigid requirements for certification. 
These aspects have already been mentioned, 
but what happens afterwards? Following 
certification the accountant is subjected to a 
professional code of ethics developed over 
many years by the members of the profes 
sion and enforced by the American Institute 
of Certified Public Accountants and the vari 
ous state societies.
In speaking of a professional code we are 
not concerned with a moral code. For ex 
ample, there is nothing morally wrong with 
truthful advertising, but it is against pro 
fessional ethics for a CPA to advertise, just 
as it is for doctors and lawyers. Some sections 
of the code deal with relations toward other 
CPAs; other parts are concerned with rela 
tions toward the client and the public. Again, 
it would be beyond the scope of this discus 
sion to burden the reader with a list of all 
the rules of professional conduct, particular 
ly those which involve other members of the 
profession. The most important phase of the 
code relating to the client and the public is 
this:
In  expressing an  opinion on rep resen ta  
tions in  financial sta tem ents w hich he has
8
exam ined, a member m ay be held guilty  
of an act discreditable to the profession if
a) he fails to disclose a m aterial fact 
known to him  w hich is not disclosed in 
the financial statem ents
b) he fails to report any m aterial m is 
statem ent known to him to appear in the 
financial statem ents
c) he is m aterially negligent in the 
conduct of his exam ination
d) he fails to direct attention (in  his 
report) to any m aterial departure from  
generally accepted accounting principles
Of course it is one thing to spell out a code; 
it is another matter to make it work. How 
ever, it does work and is effectively enforced 
by the American Institute of Certified Public 
Accountants, the State Societies of CPAs and 
the local chapters. These organizations are 
not omnipotent, nor do they possess any ju  
dicial authority. They are composed of mem 
bers themselves and it is to the accountant’s 
own self interest to make certain that any 
recalcitrants are summarily brought before 
trial boards and suitably disciplined. In 
showing you how serious CPAs are about the 
code, even the delinquent ones who appear 
before these trial boards, I should like to 
quote Edward B. Wilcox, past president of 
the American Institute and Chairman of its 
Ethics Committee:
It is probably true that the sense of shame 
felt by an accountant who has been found 
guilty of a violation of ethics causes him  
greater pain than the attendant loss of rev 
enue. If this w ere not true, respondents be 
fore trial boards would not be greatly con 
cerned. The m ost that these bodies can do 
is to expel a member, and that need not im  
pair his income. Yet the fact is that re 
spondents in these cases protest vigorously  
and are often crushed in spirit w hen found 
guilty, even if the penalty is no more than 
a reprimand.
Mr. Wilcox’s observations show, it seems to 
me, that a man cannot lightly disregard the 
standards of the profession which he himself 
has chosen as his life’s work. The code works 
because thousands of CPAs have decided to 
make it work, both to protect their own pro 
fessional status and to remain in a position to 
render professional services.
The Qualified Reports
Before concluding this discussion a few 
remarks concerning the types of opinions 
rendered by the accountant may be in order. 
In referring to the CPA’s opinion or report 
thus far, I have ignored the possibility that 
an opinion may be qualified or disclaimed 
altogether. If an accountant is to render an 
opinion as to the fairness of the financial 
statements, it is only natural that there will 
be times when such a statement can only be 
made with some reservations.
The two paragraphs quoted verbatum 
(pages 5 and 8) are considered unqualified 
opinions. It implies that the auditor was given 
complete freedom in conducting his exami 
nation, that all records desired by the ac 
countant were furnished to him by manage 
ment, and that he was able to make whatever 
additional investigations he deemed neces 
sary. If, on the other hand, the auditors had 
been prevented from confirming the receiv 
ables and were not able to observe the inven 
tory count, and these items represented a 
substantial portion of the total assets, the 
auditors would probably be obliged to dis 
claim an opinion. Such report would then be 
worded somewhat as follows:
We have exam ined the balance sheet of 
the ABC Company as of December 31, 19 
and the related statem ents of income and 
retained earnings, for the year then ended.
Our exam ination was made in accordance 
w ith generally accepted auditing standards, 
and accordingly included such tests of the 
accounting records and such other auditing 
procedures as w e considered necessary in 
the circumstances except that w e  w ere  un 
able to confirm  the accounts receivable or 
to observe the in ven tory  count.'
In v iew  of the fact that w e  w ere  p reven t 
ed from  confirm ing the receivables and  
from  observing the inven tories as indicated  
above, and since these assets represent a 
substantial portion  of the assets of the ABC . 
Com pany, w e  are unable to render an opin 
ion as to the fairness of the financial s ta te  
m ents as a w hole.
Quite often it may only be necessary for
’The wording that distinguishes the above report 
from an unqualified one is in italics although spe 
cial type would not be used in practice.
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the auditor to qualify his opinion instead of 
issuing a complete disclaimer as above. If 
the scope of the examination had been com 
plete in every respect but a particular ac 
counting principle has been violated, it may 
only be necessary to qualify the report. Sup 
pose management had insisted upon com 
puting depreciation of its plant accounts on 
the basis of current values rather than orig 
inal cost. Generally accepted accounting prin 
ciples require that depreciation be based up 
on historical cost only; therefore a qualifi 
cation would be in order. The first paragraph 
of the report would contain the usual word 
ing dealing with the scope of the examina 
tion. The remainder of the report might ap 
pear as follows:
Depreciation charges in the amount of 
$75,000 which appear as an expense on the 
income statement and as an addition to the 
allowance for depreciation on the balance 
sheet were based on the current values of 
the plant equipment rather than original 
cost. Depreciation based upon cost would 
have amounted to $50,000 with the result 
that profits for the year have been under 
stated by $25,000, and the net value of the 
equipment understated on the balance sheet 
by a similar amount.
In our opinion, subject to the qualifica 
tions outlined above, the accompanying bal 
ance sheet and statements of income and 
retained earnings present fairly the finan 
cial position, etc., etc. . . .
Since the alteration in the financial state 
ments could be definitely indicated in the 
above situation, it was only necessary to is 
sue a qualified report rather than a disclaim 
er. The reader can determine for himself 
what the net income would have been if gen 
erally accepted accounting principles had
been followed. In the first example, on the 
other hand, the lack of knowledge concern 
ing the real value of the inventories and the 
receivables made it impossible for the ac 
countant to honestly say that the statements 
as submitted presented fairly the financial 
status of the company. Consequently he had 
no recourse but to issue a disclaimer.
Conclusion
In brief, then, if no exceptions are made in 
the CPA’s report, and the latter enjoys a high 
reputation among his colleagues as evidenced 
by his membership in the American Institute 
of CPAs and the state society of CPAs, the 
client or public can ordinarily be assured 
that the financial statements as submitted 
do present fairly the financial position of 
the company under review. An adequate ex 
amination has been made of the accounting 
records; the audit was performed by men 
professionally trained to conduct such an 
examination; and the statements have been 
prepared in accordance with generally ac 
cepted accounting principles.
This is the value of the accountant’s report 
to management, to stockholders, to the 
banker, and to the public at large. The fi 
nancial statements have been thoroughly 
tested by an independent observer and not 
simply copied from whatever accounting 
records happen to be available. Nor are they 
likely to be slanted in favor of management 
as they might possibly be if an employee were 
instructed to prepare them for the purpose 
of obtaining a loan or to impress stockhold 
ers.
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Current Business Research at Montana State University
(Continued from page 2)
mission. The monograph was prepared for 
the Commission by Dr. John S. Wright, Pro 
fessor of Business Administration at Montana 
State University, and Dr. William S. Peters, 
formerly Associate Professor of Business Ad 
ministration at the University and now at 
Arizona State University, Tempe. Cooperat 
ing in the project was the U.S. Bureau of 
Public Roads.
During the summer of 1958 a large number 
of tourists were interviewed, both on the 
highway and at their overnight accommoda 
tions in order to learn more about the tourist
industry in Montana. The monograph which 
has resulted from this survey sheds light on 
the following facets of tourism in the Treas 
ure State: (1) a profile of the Montana tour 
ist; (2) the planning he does for a trip to the 
state; (3) the travel patterns followed by 
the tourist during his stay; (4) his objectives 
and activities on such a trip; (5) his money 
expenditures; (6) the Montana tourist lodg 
ing business; (7) the relation of the tourist 
business to highway investment and use.
Copies of the tourist report will be avail 
able in December from the Planning Survey 
Division, State Highway Commission, Hel 
ena.
LOCAL BANK DEBITS 
(1947-1949 =  100)
B illings B u tte  G lendive G rea t Falls K alispell M alta Miles City M issoula
U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj . A dj. U nadj. A dj. U nadj . A dj. U nadj. A dj.
1958 
Aug. ... 206.8 213.9 121.1 131.8 187.2 211.5 154.2 159.5 180.6 163.7 119.7 146.0 115.0 134.7 207.7 204.4
Sept. ... 240.8 223.1 144.9 140.4 197.4 212.0 198.7 170.6 173.6 156.8 172.3 156.1 158.7 147.4 228.4 205.2
Oct. 266.3 230.0 151.9 142.9 281.3 231.3 202.0 174.3 172.2 161.4 212.8 165.3 218.5 156.9 223.9 205.0
Nov. 251.3 229.5 139.0 140.4 257.9 214.2 181.4 177.0 170.1 160.5 180.2 148.6 209.2 153.6 197.2 200.4
Dec. . 264.7 246.5 152.1 140.4 238.0 213.6 187.6 180.7 169.0 159.6 182.0 150.0 173.8 149.5 223.8 209.5
1959
Jan . 226.6 229.1 131.2 133.2 212.3 202.9 186.1 173.6 166.5 168.0 151.1 146.2 146.6 146.4 202.2 210.2
Feb. . 209.7 232.2 120.7 128.6 190.7 206.1 160.8 175.4 160.6 177.6 119.6 140.0 121.8 148.0 189.7 222.1
M arch 226.8 237.5 143.5 138.8 200.9 207.5 163.7 181.5 155.6 183.3 124.0 146.4 133.3 154.8 215.2 224.4
A pril . 233.4 244.9 136.3 140.2 224.6 228.0 172.2 185.0 159.2 197.8 145.6 164.1 135.0 153.6 238.9 252.8
May ... 213.7 240.1 135.4 148.8 215.6 242.8 167.0 191.1 160.2 171.0 134.2 150.1 122.5 144.6 216.8 230.6
Ju n e  ... 232.0 238.9 146.8 133.1 219.1 228.2 176.5 181.2 181.2 174.1 140.5 135.2 131.2 144.0 248.2 235.9
Ju ly 224.8 229.8 142.0 146.1 203.2 222.8 169.6 175.0 181.7 168.6 128.6 154.7 139.6 168.8 270.3 267.9
August 230.9 240.3 128.0 141.1 222.6 254.1 179.1 186.4 205.0 184.7 133.1 164.7 139.7 165.9 244.1 240.0
Sept. .... 250.4 232.1 126.1 121.4 228.6 248.7 191.3 163.8 224.2 203.3 146.4 131.8 175.2 162.7 257.0 229.5
A d j.—A djusted fo r seasonal varia tio n
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The appointment of Dr. Edward J. Cham 
bers as Director of the Bureau of Business 
and Economic Research was recently an 
nounced by Dr. Paul B. Blomgren, Dean of 
the School of Business Administration at 
Montana State University.
Dr. Chambers came to MSU in 1956 as 
Associate Professor of Business Administra 
tion and Associate Director of the Bureau. 
He had previously taught at the University 
of British Columbia, Whitman College, the 
University of Nebraska, and Rutgers Univer 
sity and had served as economist for the
Canadian Department of Trade and Com 
merce and the Prudential Insurance Com 
pany of America. His B.A. and M.A. degrees 
are from the University of British Columbia 
and his Ph.D. from the University of 
Nebraska.
He is the author of articles in various pro 
fessional journals, and in the Montana Busi 
ness Review, and of a forthcoming Bureau 
monograph on county income in Montana. 
Recently he completed a textbook, Business 
Fluctuations and Forecasting, to be published 
next spring by Prentice-Hall.
ECONOMIC AND BUSINESS PUBLICATIONS
The INDEX OF PUBLICATIONS issued by 
the Associated University Bureaus of Busi 
ness and Economic Research is now avail 
able. More than sixty University Bureaus 
throughout the United States are repre 
sented. Material listed in the Index is classi 
fied by institution, topic, and author, and 
covers a wide range of subjects of use to the
student and the business and professional 
man. Orders may be sent to the Bureau of 
Business Research, University of Oregon, 
Eugene, Oregon.
1950-56 Index of Publications ___  $2.00
1957 Supplement _____    1.00
1958 Supplement_______________ 2.00
MONTANA BUSINESS REVIEW
December 1959 Vol. 11, No. 12
Published monthly -and sent free on request 
by the Bureau of Business and Economic Re 
search, School of Business Administration, 
Montana State University, Missoula.
Entered as second-class matter March 3, 1949, 
at the Post Office at Missoula, Montana, under 
the Act of August 24, 1912.
Bureau of Business & Economic Research 
School of Business Administration 
Montana State University, Missoula 
M em ber , Associated U niversity  Bureaus of 
Business and Econom ic Research  
P au l B. B lom gren, D ean 
E dw ard J . C ham bers, D irector 
M axine C. Johnson, R esearch Associate 
Jam es M adison, R esearch A ssistant 
A lfred J . D ubbe, R esearch A ssistant 
Lynn Castle, S ecre tary
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THE ECONOMIC OUTLOOK
EDWARD J. CHAMBERS 
Director, Bureau of Business and Economic Research 
Montana State University, M issoula
The state of economic conditions in the na 
tional economy is one of the more important 
influences upon the level of activity exper 
ienced in the state of Montana. The “export” 
industries of Montana, that is those basic in 
dustries which move their products out into 
the national markets, are among the most im 
portant means by which the impact of 
changes in national business activity is felt 
in this region. In addition, financial condi 
tions not only influence the level of national 
economic activity and thereby developments 
in Montana, but the state of these financial 
markets bears directly upon economic con 
ditions in Montana. The cost and availability 
of credit and capital in this area are closely 
tied to conditions in the monetary and finan 
cial centers. In appraising the outlook for 
Montana it is first necessary to take stock 
of national business and financial conditions 
before turning to those particular circum 
stances which, significant though they may 
be, are regional in nature.
In the N ation  . . .
Undoubtedly 1959 achieved the highest out 
put, employment and income on record. 
Gross National Product in volume was ap 
proximately 7 percent above the 1958 level 
and some 4% percent above the hitherto 
record year of 1957.
The economic scene during the last half of 
1959 was dominated by the steel strike and 
its effects upon the functioning of the econ 
omy. Indicators of aggregate economic ac 
tivity reveal the influence quite clearly. In 
the third quarter the decline in Gross Na 
tional Product was entirely attributable to 
inventory liquidation. Final demand in 
creased with expansion apparent in all com 
ponents excepting consumer durables and 
residential construction. The rate of per 
sonal income payments after reaching a high
point in June levelled off during the succeed 
ing four months and picked up only in Nov 
ember and December with the resumption of 
steel production. Farm income was, how 
ever, a drag on this economic measure 
throughout the year. The dip in industrial 
production during the summer and autumn 
was explained by the decline in primary 
metal fabricating and related industries. 
Seasonally adjusted nonagricultural em 
ployment failed to expand during the summer 
and fall, while unemployment showed less 
than its usual seasonal decline.
In the financial markets the autumn 
months saw little change in the level of in 
terest rates on longer-term government and 
private bond issues. The rate on three- 
month Treasury bills has been in excess of 
4 percent during the same months. The 
money and capital markets can only be de 
scribed as tight during the latter months of 
1959, with the commercial banking system 
consistently experiencing net borrowed re 
serves in the amount of $500 million through 
out the period. Limitations in the availa 
bility of credit have resulted in the closer 
screening of borrowers and in the diversion 
of funds from the mortgage market to altern 
ative uses.
Thorough analysis of the latter part of 
1959 is clouded by the strikes in steel and also 
in copper. These events have made difficult 
the meaningful interpretation of both eco 
nomic and financial developments. At the 
same time, it is apparent that these labor- 
management disputes have not in any way 
eroded underlying business and consumer 
confidence. In appraising business condi 
tions during 1960 it is assumed—but not pre 
dicted—that the steel strike will not be re 
sumed and that the cloud of a rail interrup 
tion now on the horizon will disappear as the 
new year advances.
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Gross National Product in 1960
The total output of goods and services will 
reach a new record high in 1960. Gross Na 
tional Product in 1960 may be expected to in 
crease to $510-515 billion. This figure includes 
an estimated 2 percent rise in the price level. 
Personal income will exceed $400 billion, an 
increase of almost 6 percent over the levels 
of 1959. Net farm income in 1960 is projected 
at $10.8 billion, a decline of 5 percent from the
1959 level. The prospects for major spending 
segments are indicated below.
(1) Consumer spending. Outlays on dur 
ables in 1959 amounted to about $43.5 billion, 
an increase of some $5.9 billion over the levels 
of 1958. In 1959 new auto purchases reached 
$18.5 billion while expenditures upon furni 
ture, household appliances and other durables 
approximated $25 billion. The outlook is for 
the level of durable spending in 1960 to reach 
about $45.5 billion with the increase concen 
trated almost entirely in the automobile com 
ponent. Reliable observers now place Amer 
ican auto production at 6.7 million units in 
the coming year. Output will certainly be 
extremely high during the first six months 
as producers strive to satisfy current demand 
and accumulate stocks in advance of the shut 
down for model changeover. Among the 
factors making for a larger auto market in
1960 are (a) the introduction of small cars by 
the “Big Three” producers, an action which 
shows that they have finally come to recog 
nize the realities of today’s market; (b) the 
increase in disposable personal income to be 
recorded in 1960; (c) the existence of high- 
level replacement demand reflecting the 
present scrappage rate of approximately 4 
million units per year.
The increase in the auto market and in the 
market for other durables will be limited, 
however, by the growth in installment credit 
this past year and by the less-ready availa 
bility of funds for consumer credit in 1960. By 
the end of 1959 installment credit outstanding 
will be more than $5 billion above the level 
at the end of 1958 with auto paper accounting 
for about one-half the increase. Consumer 
indebtedness grew more rapidly than did dis 
posable personal income in 1959. Households 
in 1960 will probably be less able and willing 
to assume a large additional volume of in 
debtedness. Also the supply of funds for con 
sumer lending will be tighter in 1960. This 
prospect is especially likely during the first 
half of the new year when lending institu 
tions face a contra-seasonal increase in de 
mands for credit accommodation to replen 
ish inventories drawn down during the steel 
strike.
The national market for consumer non 
durables (food, beverages, clothing, shoes, 
gasoline, oil, etc.) and services (rents, house 
hold operation, transportation, medical, hos 
pital, etc.) will again expand in 1960. Ex 
penditures on nondurables and services in 
1959 approximated $147.5 and $120.5 billion, 
respectively, or a total of $268 billion. This 
marked an increase of almost $13 billion, 5 
percent above the 1958 level. In 1960 we may 
anticipate a similar 5 percent growth which, 
if realized, would bring consumer spending 
on nondurables and services to $282 billion. 
If anticipated outlays of $45.5 billion upon 
durables are added to the latter figure, total 
consumer spending in 1960 may be expected 
to reach about $328 billion which compares 
with an estimated $312 billion in 1959.
(2) Housing. In 1959 private nonfarm 
housing starts exceeded 1.3 million units 
and expenditures on nonfarm residential con 
struction reached about $22 billion, or $4 
billion above the 1958 level. There will be a 
decline in housing activity in 1960 and private 
nonfarm housing starts of 1,100,000 can be 
expected, a level which would cut annual ex 
penditures on residential construction back to 
approximately $18.5 billion.
One of the well-recognized factors bring 
ing about this moderate reduction in residen 
tial construction activity is the relative un 
attractiveness of FHA and VA mortgages 
during periods of increasing demands for ac 
commodation from other credit users in the 
economy. This type of mortgage accounts for 
about two-fifths of the activity in the in 
dustry. Many institutional lenders drasti 
cally reduced their FHA and VA commit-
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merits during the last half of 1959. The tight 
credit conditions that will characterize the 
money and capital markets during the new 
year hold out no promise for any larger flow 
of funds into these instruments other than 
through enlarged mortgage purchasing ac 
tivity on the part of FNMA. However, a 
second factor, so far little commented upon, 
has begun to appear in the housing statistics 
in recent months: that is the evidence of a 
tapering off in the nongovernment partici 
pation segment which represents three-fifths 
of the housing market. Because it is un 
hampered by the maximum interest rates at 
tached to FHA and VA mortgages, conven 
tionally financed housing has been unaffected 
on previous occasions of tight money because 
it could freely compete in the markets for 
loanable funds. The fact that the level of 
conventional starts was well-maintained can 
be cited as evidence of the strength of housing 
demand throughout the decade of the fifties. 
The course of housing starts under conven 
tional financing will bear close watching in 
the coming months, for a continued faltering 
in this segment would indicate that housing 
demand rather than the supply of loanable 
funds presented the real problem for the in 
dustry. If this were the case entirely differ 
ent remedial policies would be called for.
(3) Business spending. Fixed investment 
by private business including industrial and 
commercial construction and purchases of 
durable equipment amounted to approxi 
mately $44 billion in 1959, an increase of $3.5 
billion, or about 8 percent over 1958 levels. 
The McGraw-Hill and Commerce-SEC sur 
veys of investment intentions indicate that 
business-fixed investment will increase in 
excess of 10 percent in 1960. Outlays in man 
ufacturing will expand by about one-fifth and 
in non-manufacturing by less than 10 percent. 
The indications are that business-fixed in 
vestment will total $50 billion in 1960 and 
display a rising trend throughout the year. 
There is the probability that further upward 
revisions in spending plans will be forth 
coming if corporate profits are favorably 
maintained and aggregate economic activity 
displays a buoyant advance.
Analysis of inventory behavior in 1959 is 
obscured by the steel strike. The record build 
up in business inventories during the second 
quarter which reached an annual rate of $10.4 
billion anticipated the interruption in the 
flow of steel and reduced availability of 
products from related industries. Inventory 
liquidation occurred in the third quarter and 
has probably continued through year’s end. 
The first half of 1960 is certain to see a con 
scientious effort on the part of many firms to 
replenish their stock level but it is by no 
means certain that this will be accomplished 
since final demand will also be very strong 
during the same period. Certainly we can 
expect inventories to be a plus factor on the 
economic scene during much of the coming 
year.
(4) Government spending. Government 
purchases of goods and services in 1959 are 
estimated at $98 billion, an increase of $5.4 
billion or almost 6 percent over 1958. About 
three-fifths of the growth was accounted for 
by larger state-local government outlays with 
the balance representing larger federal out 
lays for national security.
The present outlook for federal government 
purchases of goods and services in 1960 sug 
gests that the continuation of existing civilian 
programs will be translated into a $1 billion 
increase. The course of both defense and 
agriculture department expenditures can 
only be guessed at. One really significant de 
velopment in the federal cash budget during 
the current fiscal year is the expectation of 
a small surplus. Fiscal 1959 revealed a cash 
deficit of $13 billion but fiscal 1960 is ex 
pected to show a small surplus. This strength 
ened financial position will alleviate pres 
sures in the money and capital markets oc 
casioned by large scale deficit financing, 
which placed a heavy burden upon these 
markets in the first part of calendar 1959 and 
was reflected in a sharp rise in interest rates.
State-local purchases of goods and services 
have risen quite consistently in recent years, 
and there is reason to believe that quarter- 
to-quarter increases during calendar 1960









October ... ... 114.4 111.4
November ... ... 113.0 112.2
December . -  111.4 112.9
1959
January .... . -  107.5 114.0
February ... 106.6 114.4
March ... 107.6 115.1
April ___ ... 111.7 115.6
May .... ... 114.8 114.3
June .. 118.5 113.8
July .... ... 118.0 112.4
A u g u st___ .. 119.8 112.8
September ....-  111.9** 106.5**
October . -  110.0* 107.1*
L um ber &
P rim ary  Metals 
& O ther 
D urable GoodsT im ber Prod. Mfer.U nadj. Adj. U nadj. A dj.
138.2 120.0 101.8 101.8
130.9 120.0 100.0 100.0
127.3 121.8 96.3 98.1
120.0 123.6 94.4 98.1
109.1 129.1 92.6 94.4
109.1 129.1 94.4 96.3
107.3 131.8 96.3 97.8
107.3 128.5 98.1 97.8
120.0 124.4 100.0 101.9
132.7: 119.3 101.8 100.3
136.4 120.6 107.4 102.6
138.2 118.5 105.6 100.4
127.3** 109.4** 51.8** 51.3*





Mfg. Mining cU nadj. Adj. U nadj. Adj. Ui
113.7 112.0 84.2 85.1 15
120.5 106.4 85.1 87.1 14
113.7 106.5 92.1 91.1 12
109.6 107.3 91.1 89.1 10
102.7 101.6 90.1 90.1 10<
98.6 107.0 92.1 93.1 8!
100.0 107.2 92.1 92.1 9i
102.7 108.0 92.1 91.0 12!
104.1 108.0 92.1 91.4 14!
101.4 105.2 93.1 89.7 16:
102.7 102.4 92.1 93.6 17(
104.1 103.3 92.1 93.9 166
100.0* * 98.5** 50.5** 51.3** 154


















TT Total N onagricultural 
U nadj. A dj. U nadj. Adj.
Copper 
P roduction6 




146.3 127.0 137.7 130.6 157.0 168.8 29.2 31.1166.0 132.0 138.6 137.8 182.9 181.1 46.0 46.0151.9 133.7 147.9 135.4 192.8 182.7 89.1 88.6139.6 142.2 142.4 148.5 178.9 176.2 85.7 84.4




























































Adj.—Adjusted for seasonal variation, 
month!tCd fr°m estimates of Unemployment Compensation Commission of Montana. Estimates include all fu ll-
2Unemployment Compensation Commission of Montana. Number of work applicants at end of month.
u ser f for nm l!* WJ?watt h °ur sales of Montana Power Company, Montana-Dakota Utilities Company Pacific ' 
users for consumption within Montana, reduced to hourly average kilowatt hours per month '
oromnn reP°rtS of Board of Ra0road Commissioners of the State of Montana, comprising total carload
^Computed from reports of U. S. Bureau of Mines. Daily average
^Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
8Federal Homp"! rep°^ts ° f Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana coi 
Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less
lo S c e T r e c e J v ^ b v M ^ ^  ReS6rVe Bank °f  MinneaP ° ^  based on dollar sales of 80 to 89 department an,





T ransporta tion  




E lectric  Pow er 
C onsum ption8U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj.
87.3 84.5 108.3 103.3 140.1 138.3 8,065 16,629 191.6 195.9 ...
1958 
....  September
86.8 85.4 105.6 103.6 142.8 139.4 8,586 15,332 185.2 196.4 ...____  October
87.3 86.4 105.6 104.2 141.2 143.8 13,013 14,556 183.4 191.6 ....  November
85.9 87.3 108.0 105.3 141.2 143.6 17,127 14,108 191.8 193.7 __  December
85.0 88.6 99.7 106.7 139.3 143.2 20,350 13,223 189.2 184.8
1959 
------  January
85.0 88.6 99.4 107.7 138.5 142.3 21,802 13,173 204.8 191.9 ... .___ February
85.4 89.4 100.3 106.9 139.3 142.3 20,045 13,067 193.0 189.6 _____  March
86.8 89.6 103.3 105.9 141.2 142.3 14,455 11,936 195.9 187.6 ..........April
89.1 89.0 105.6 105.6 143.6 141.5 11,541 13,085 192.3 183.5 ... ....... May
92.3 90.1 108.6 105.4 146.3 140.4 11,049 13,742 201.4 195.5 ... ........ ......  June
93.2 89.1 108.9 105.1 137.0 134.4 7,792 11,896 203.1 214.0 .... July
92.3 88.8 109.7 103.8 143.6 142.5 7,777 15,370 182.3 187.6 --------- August
90.0** 87.5** 107.5** 102.6** 144.7* * 142.8** 8,802 17,818 140.0 142.8 ......... September
89.5* 88.2* 104.7* 102.6* 147.1* 143.6* 10,166 17,898 135.5 144.1 ...... October
N onfarm  M ortgage R ecordings (U nad j.)8
Savings In su r 
es Loan ance Comm.
Total Assocs. Cos. B anks O thers 
($1,000) ($1,000) ($1,000) ($1,000) ($1,000)
6,100 2,131 244 2,473 1,252
Dept. Store 
Sales9 
U nadj. A dj.
133.5 123.7
A gricu ltu ra l 
P rices10 
Livestock Crops 




5,939 2,283 439 2,081 1,136 139.8 125.0 110.0 74.0 ..... October
6,229 2,107 348 2,375 1,399 150.9 127.3 108.0 74.0 November
6,785 2,216 547 2,754 1,268 211.8 127.4 108.0 75.0 ..... December
5,741 1,777 71 2,457 1,436 81.4 130.2 107.0 73.0 .....
1959 
.....  January
5,222 2,168 264 1,885 905 83.8 130.5 106.0 74.0 ...... ___  February
N.A. N.A. N.A. N.A. N.A. 108.9 135.8 106.0 74.0 .... - .... . March
7,711 3,107 316 2,680 1,608 119.7 125.5 109.0 73.0 ---------- April
7,222 2,885 223 2,939 1,175 121.9 124.9 108.0 76.0 ___ ____  May
7,062 2,967 219 2,821 1,055 126.9 139.1 110.0 78.0 _______  June6,740 1,935 342 2,915 1,548 125.4 136.0 108.0 79.0 ...... ________ July
6,731 2,198 476 2,667 1,390 147.4 129.9 106.0 77.0 . .......... August
6,212 2,388 205 2,458 1,161 132.2 122.6 106.0 7 5 . 0 ___ ....  September
Prelim inary **_Revised
138.4 124.0 101.0 77.0 .........  October
time wage and salary workers who worked or received pay during the day period ending nearest the 15th of the
I Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
sight loaded at Montana points. Daily average.
Daily average, 
stores in Montana. Daily average.
A djusted  fo r seasonal v aria tion : This m eans th a t in tra -an n u a l rep e ti 
tive fluctuations in  th e  business ind icato rs occasioned by th e  effects of 
clim ate, custom  and  convention have been allow ed fo r sta tistically . 
F or a  m ore com plete discussion see th e  Septem ber 1957 issue of M ontana 
Business Review.
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(Continued from page 5) 
will average approximately $700 million. 
Though the plans of the highway program 
have been curtailed, needs for educational 
improvement, and for other forms of social 
capital, continue strong.
As a result of these factors we can expect 
a rise of at least $4 billion in government pur 
chases of goods and services in 1960, to a total 
of some $102 billion.
Prices
Regrettably 1960 will illustrate that we 
have not reconciled price level stability with 
high-level employment and production. Up 
ward pressures on the nonfarm components 
of the wholesale and consumer price indexes 
will continue and are likely to be especially 
strong on the former during the first half 
of the year. Stability in the wholesale price 
index during 1959 reflected the balancing 
effects of a fall in farm and a rise in nonfarm 
prices. In the consumer index, all com 
ponents excepting food have risen. Rises of 
2-3 percent in both indexes can be realistically 
anticipated in 1960.
Money and Credit Markets
The private demands for loanable funds 
will increase in 1960. A contra-seasonal de 
mand for credit will result from efforts to 
rebuild inventories in the primary metals and 
other related industries during the first half 
of 1960. A growth in consumer credit out 
standing in 1960 will also add to the aggre 
gate demand for money. The increase in 
fixed investment by business will reduce its 
liquidity and necessitate a larger volume of 
external financing than during 1959. Muni 
cipal bond issues which probably will reach 
an all-time record in excess of $7.5 billion in 
1959 will remain at high levels in 1960. The 
one factor serving to reduce pressures upon 
the money and capital markets will be the 
improved financial position of the federal 
government apparent in approximate balance 
in the cash budget. Relating these demands 
to the available supply of loanable funds
from personal and business savings and port 
folio changes in our financial institutions and 
nonfinancial corporations, we will see the 
continuation of tight conditions in financial 
markets. The Federal Reserve will almost 
certainly continue its restrictive credit pol 
icies since the demand for credit and capital 
will continue to exceed the supply and flow of 
savings. Accordingly interest rates will be 
firm and if anything continue to trend up 
ward.
In M ontana . . .
In the latter half of 1959 Montana’s econ 
omy was adversely affected by two develop 
ments. One was the reduction in farm in 
come reflecting both lower agricultural 
prices for grain and livestock and reduced 
crop harvests. Most trading centers in the 
state servicing areas where the farm market 
is of importance began to feel clearly the 
effects of lower farm income in August and 
September. The second unfavorable influ 
ence on Montana’s economy was the pro 
longed work stoppage in copper mining 
and smeltering operations that commenced 
August 19th. The strike has idled approxi 
mately 6,000 workers directly affected in 
mining and primary metal processing. Its 
extended nature has resulted in secondary 
layoffs of large numbers of trade and service 
employees in the local economies most 
affected, and there have also been reports of 
the out-migration of skilled workers.
The combined effects of these conditions 
in agriculture, mining, and smelting is ap 
parent in practically all measures of Montana 
economic activity (see Montana Business In 
dicators, pp. 6-7). It is well-illustrated by 
Business Week’s monthly estimates of per 
sonal income payments in the state. These 
reveal that this measure reached a peak for 
the year in April at a seasonally-adjusted 
annual rate of $1,457 million. By September 
the rate had fallen to $1,224 million, a de 
crease of 16 percent. As a result, total per 
sonal income payments in 1959 are almost 
certain to be lower than in 1958.
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The Outlook
Let us turn now and consider what these 
estimates of national economic activity por 
tend for Montana’s economy during the com 
ing year, and also the influence that parti 
cular circumstances may work upon the level 
of production, employment, and income in the 
state.
The national position of agriculture has a 
substantial bearing upon Montana’s economy. 
In the country as a whole it is estimated that 
net farm income will be lower in 1960 than 
in the current year, reflecting both lower 
prices for farm products and higher operating 
costs. Historically changes in Montana net 
farm income have moved rather closely with 
those in the nation and there is good reason 
to suspect that the relationship will hold true 
again in 1960. Livestock prices will be 
weaker in 1960 assuming that weather or 
other developments do not drastically alter 
current marketing anticipations. If the latter 
changed markedly then price changes would 
be much greater than now indicated. The 
income of grain operators is always subject 
to the climate. Allowing for an average crop 
and the slightly lower support price for 
wheat, cash receipts should be slightly higher 
in 1960 than this year. However, the ex 
penses of farm operators will also be in 
creasing during the year, so that net income 
cannot be expected to change significantly. 
In sum, the most likely prospect now is for 
1960 net farm income in Montana to be not 
greatly different, and if anything slightly 
lower than in 1959.
In the nonagricultural segment of the econ- 
omy, a high rate of production in mining and 
smeltering is to be expected upon resumption 
of copper operations. This discussion assumes, 
but does not predict, the end of the copper 
strike. Copper shortages have appeared in 
the fall months and stocks are now very low. 
Reports have become quite common of cur 
tailment of production by copper users. Thus, 
the industry in resuming operations faces a 
high level of current demand and a need for 
inventory replenishment on the part of 
copper users. These conditions will assure
a high level of production for at least the 
first six months of the year. However, open 
pit operations will restrict mining employ 
ment to prestrike levels at best.
Even though Montana’s forest products in 
dustry is becoming more diversified it is still 
very much influenced by the state of the 
housebuilding industry. Housing starts in 
1960 are estimated at 1.1 million units, a level 
about equal to the rate prevailing in the fall 
months of 1959. Though diversification and 
new mills will lend a measure of stability to 
this industry it is unlikely that this will be 
evident in a larger volume of employment 
next year due to the offsetting effects of a 
more restricted market in residential con 
struction.
The number of tourists traveling in Mon 
tana and their volume of spending is another 
factor directly associated with national eco 
nomic conditions and the level of personal 
income. The indicated increase in personal 
income in 1960 assures record vacation spend 
ing during the year. Montana with its ex 
cellent scenic attractions should enjoy a 
record tourist year. Even more economic 
benefit can be obtained from this industry by 
better understanding the types of facilities 
desired by tourists in this region and making 
a more intensive effort to cultivate this form 
of business.
The major factor influencing economic ac 
tivity in Montana not closely related to the 
national economic environment is construc 
tion. In 1959 construction contract awards 
for the first 10 months have lagged behind 
those for the comparable period in 1958 by 
$26 million, or 18 percent. The lower volume 
of awards in 1959 represents reduced public 
construction, particularly for highways. Both 
residential and nonresidential private con 
tract awards are running slightly ahead of 
1958 totals for the first 10 months. The 
smaller dollar value of awards has been re 
flected in a marked decline in seasonally- 
adjusted construction employment during 
the late summer and fall months. In Octo 
ber building and construction employment 
was 1,100 below the level of the same month 
of 1958.
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At the present writing the best estimate is 
for a volume of construction activity during 
the first half of 1960 approximately the same 
as currently experienced. The large volume 
of bids on highway projects to be received 
early in January may serve to reduce some 
what the seasonality in construction employ 
ment. But in sum it is unlikely that the level 
of construction activity that can presently be 
foreseen will add a new growth dimension to 
the economy in 1960. On balance, declines in 
residential construction will be offset by a 
larger volume of public construction. The 
dollar value of nonresidential building is 
unlikely to undergo much change.
In summary, Montana’s economy in the 
latter half of 1959 was hurt by lower farm 
income and labor-management difficulties in 
the copper mining industry. These influ 
ences will apparently lower 1959 personal in 
come payments in Montana about 3 percent 
below the total recorded in 1958. In 1960 
economic activity will recover its lost ground 
and income payments should reach a new 
record high. However, the expansion in 
economic activity during 1960 will be of 
moderate proportions. As a result, the need 
for more pronounced expansion in nonagri- 
cultural employment opportunities will re 
main a serious economic problem.
LOCAL BANK DEBITS






U nadj. A dj.











Oct. . 266.3 230.0 151.9 142.9 281.3 231.3 202.0 174.3 172.2 161.4 212.8 165.3 218.5 156.9 223.9 205.0Nov. .... 251.3 229.5 139.0 140.4 257.9 214.2 181.4 177.0 170.1 160.5 180.2 148.6 209.2 153.6 197.2 200.4Dec.
1959
. 264.7 246.5 152.1 140.4 238.0 213.6 187.6 180.7 169.0 159.6 182.0 150.0 173.8 149.5 223.8 209.5
Jan . . 226.6 229.1 131.2 133.2 212.3 202.9 186.1 173.6 166.5 168.0 151.1 146.2 146.6 146.4 202.2 210.2Feb. . 209.7 232.2 120.7 128.6 190.7 206.1 160.8 175.4 160.6 177.6 119.6 140.0 121.8 148.0 189.7 222.1M arch 226.8 237.5 143.5 138.8 200.9 207.5 163.7 181.5 155.6 183.3 124.0 146.4 133.3 154.8 215.2 224.4A pril . 233.4 244.9 136.3 140.2 224.6 228.0 172.2 185.0 159.2 197.8 145.6 164.1 135.0 153.6 238.9 252,8May .... 213.7 240.1 135.4 148.8 215.6 242.8 167.0 191.1 160.2 171.0 134.2 150.1 122.5 144.6 216.8 230.6Ju n e  _. 232.0 238.9 146.8 133.1 219.1 228.2 176.5 181.2 181.2 174.1 140.5 135.2 131.2 144.0 248.2 235.9Ju ly  _. 224.8 229.8 142.0 146.1 203.2 222.8 169.6 175.0 181.7 168.6 128.6 154.7 139.6 168.8 270.3 267.9A ugust 230.9 240.3 128.0 141.1 222.6 254.1 179.1 186.4 205.0 184.7 133.1 164.7 139.7 165.9 244.1 240.0bep t. ..... 250.4 232.1 126.1 121.4 228.6 248.7 191.3 163.8 224.2 203.3 146.4 131.8 175.2 162.7 257.0 229.5UCl. _ 261.1 225.3 125.5 117.4 241.1 196.5 186.3 160.6 195.9 183.4 169.7 130.7 228.1 162.7 248.0 226.5Nov. 274.0 251.4 119.1 120.7 289.8 241.5 189.2 184.6 179.3 169.5 223.3 186.4 256.7 187.5 245.3 251.1
Adj.—A djusted  fo r seasonal varia tion
‘Com puted from  reports of Federal Reserve B ank of M inneapolis. Daily average.
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No. M onth T itle  and  A uthor
1 January Mineral Industry H ighlights in 1958
M axine C. Johnson
2 February The Center of Population in Montana
Gordon Browder
A Survey of Population Estimates for Montana 
H. K. Shearer
3 March Public U tility Rate Policies in Montana
Gilbert R. Dyer
4 April State and Local Taxes in Montana
M axine C. Johnson
5 May The Rationale of Cooperative Taxation
R. Markin
6 June The Migration of the W estern Life Insurance Company,
A Case History in Locational Economics 
H. K. Shearer
7 July Montana Tourist Lodging Business
W illiam S. Peters
8 August History of the Economic Developm ent of Billings
Doris K. Lee
History of the Economic Developm ent of Great Falls 
Gwendolyn M. Buchanan
9 September The Business Situation: In the Nation, In Montana
Edward J. Chambers
The Business School and The Business Community—A Team  
Paul B. Blomgren
10 October Montana’s Personal Income
M axine C. Johnson
11 November The Nature of the CPA’s Report
Jack J. Kempner
12 December The Business Outlook
Edward J. Chambers
Other 1959 Publications
The M ontana A lm anac, 1959-60 Edition, ($2.00)
M ontana Trade Association D irectory, 1959
A  Digest o f Taxes for S ta te  Purposes in  M ontana, by Roy J. W. Ely (published 
in cooperation with the Bureau of Government Research)
Public Lands in M ontana, Their H istory and C urrent Significance, Regional 
Study No. 10, by William S. Peters and Maxine C. Johnson (in cooperation 
with the Montana State Planning Board)
A  Survey  o f the Theory and Regulatory A spects o f Freight Rate D iscrim ination  
w ith  Special R eference to M ontana, Regional Study No. 11, by Henry K. 
Shearer
The M ontana Business R eview  is sent free on request to any interested persons, 
firms, or organizations
All other publications listed above, except The M ontana A lm anac, are available 
on request:
Bureau of Business and Economic Research 
School of Business Administration 
Montana State University 
Missoula, Montana
The M ontana A lm anac, 1959-60, may be obtained from the University Press, 
Montana State University, Missoula. Price, $2.00.
